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97% of all Americans drink Coffee every morning! 





4 In GM 


Just about every American starts the day with 
a cup of coffee. And Americans know their 
coffee! They want their coffee clear... and 
every day thousands are turning to Silex for 
clear-coffee pleasure. 


Silex sales are growing rapidly. Increase your 
profits by taking advantage of their rise. Use 
Silex in your advertising, promotions, and dis- 
plays. Expand your profits with Silex's expand- 
ing sales. 


THE SILEX COMPANY 
Dept. PF-12, Hartford, Conn. 
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ARBER BURNERS 


ave A Unique Combustion 
Principle 


Adding to the size and appearance of any conversion 
burner, with elaborate refractory elements for retain- 
ing or “radiating” heat, is not necessarily a sign of high 


) 


RY efficiency. The combustion principle itself remains the 


fundamental answer to that question. The famous patented 
Barber Jets, available in no other burner, with their auxiliary 
air feed, produce a 1900° temperature air-activated flame 
which is applied directly to firebox walls, without loss on inter- 


mediate elements. 


or change-over to gas fuel on 
onditioning, warm air, or 
am, Barber is the one conver- 
n burner that assures practi- 
ly perfect combustion on 
ural, manufactured, Butane- 
pane, or bottled gas. Gas 
panies have found that relia- 
and economical performance 
Barber Burners have resulted 
a higher percentage of suc- 
sful installations than with 
other burner. 


Barber Convene _ Burners are 
plete range of 
types a get for all round or 
oblong furnaces and boilers, and 
all models are easily and proper- 
ly mr as nie ga “ sizes. 
Listed in A. po of 
arereved Appliances. Write for 
Catalog and Prices on Conver- 
sion Burners, Appliance Burners 
and Regulators. 





Ne, $324-B Barber Burner 


No. 104-B 
Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBERSZ%<S BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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*RIGRID = Com- 
pound Leverage 
Wrench tightening 
@ fitting. 







, 14-man-power 
ool—that cuts 
labor costs — 





boosts salvage of pipe fittings 
he FRILL Compound leverage Wrench 


No need to pull valuable men off their own jobs to help budge rusted 
or frozen fittings. One man does the job quickly and easily with a 
FRIE0B Compound Leverage Wrench that has 14 times the leverage 
power of an ordinary pipe wrench of equal jaw capacity. Simply fasten 
the trunnion on pipe or fitting—whichever is not to move—slip the 
wrench on, and pump the handle, which is conveniently short to work 
well in tight places. 
Careful buyers in all types of industry have found this RIFAID 
tool pays for itself many times over in salvaged fittings alone. It is a 
Om» tool that assures efficiency and economy in your plant—a credit to 
your good buying judgment. 
Available in 4 sizes—S2, $4, S6, S8 to handle pipe up to 8”. Buy one— 
test it any way you please and you'll see the profit in having several of 
these valuable tools. Write for literature or call your jobber today. 








The Ridge Tool Co., Elyria, Ohio 


Fels [LW PIPE TOOLS 
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to digest its Thanksgiving turkey when 


it awoke to the fact that the Priorities Situ- 
Count- 
less little boys face the prospect of getting 


ation had caught up with Santa Claus. 


wooden ship models, books, games, fruit, and 


candy instead of long-demanded bicycles, toy 


trains, and steel erection and machine tool 
sets. Other members of the 
ing their lists of potential gifts curtailed and 
restricted by the insatiable appetite of the 
defense program for raw materials. 


Tuts dawning recognition, by the nation as 


a whole, of the material shortage problem may 
be a good thing. It may be helpful for those 
industries (meaning most industries) which 


have been struggling face to face with the 


Priorities Situation for some months. It may 
create a mass psychology more sympathetic 
with the difficulties of those commercial or- 
ganizations, such as public utilities, which are 
trying to carry on as nearly normal a scale 
of operations as possible against increasing 
odds. 


ALL signs portend, however, that the nation’s 
troubles “with material shortages are only be- 
ginning. On page 765 of this issue we present 





LOUISE C, MANN 


Alaska feels the effect of our dynamic 
Secretary of Interior. 


(SEE Pace 731) 
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Pages with the Editors 


HE nation as a whole scarcely had time 


family are find- 








ALFRED M. COOPER 


Does working for the go ernment interfere 


with the right to organize? 
(SEE PAGE 749) 


an evaluation of the latest OPM and SPAB 
pronouncements on priority policy from the 
standpoint of public utilities. We believe it 
will prove enlightening for those who are 
wondering where the government's priority 
policy is going next and what will be the likely 
result, 


¥ 


-* seems a far cry from fleeting gasoline 
shortages, elusive tank cars, and public 
ownership battles in San Francisco to the 
virginal spaces of Alaska, but one thing we 
can say about Secretary of Interior Ickes is 
that he certainly gets around. Loutse C. 
Mann, who has been functioning as a sort of 
trav eling correspondent for the FortNIGHTLY, 
gives us a picture of what has happened to 
our northernmost possession (we won't argue 
about Iceland) under the administrative in- 


fluence of the indefatigable Ickes. MRs. 
MANN, whose articles on business affairs 
abroad have frequently appeared in_ the 


ForTNIGHTLY and other publications, bases her 
discussion on a recent trip to the land of the 
Yukon. It bears out what the poet, Robeu 
Service, once said about strange things being 
done in the midnight sun by the men who mail 
for gold. 
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EY COULD DO IT IN 24 HOURS WITH 
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| 








ELECTRIC HEAT FOR PROCESS 
OVENS is often the quickest 
and most effective means of 
getting desired results. 
Chromalox oven heaters are 
available in a wide variety of 
types and capacities, are quick 
and simple to install, and sup- 
ply a degree of close tempera- 
ture uniformity impracticable 
by other means of heating. 





CHROMALOX 
ELECTRIC HEATING UNITS 


Every problem like this offers you a chance to help speed the 
defense effort with electric heat. Many a manufacturer hesi- 
tates to make a much-needed shift of steam-heated equipment 
because of production tie-up. You can tell him how to do it 
easily and quickly, avoiding the time loss in planning and con- 
necting up steam piping, by using Chromalox electric heating 
units in place of steam coils. 


Manufacturers everywhere are hungry for ideas that will 
help them boost production. Chromalox electric heat is the 
simple answer in scores of cases. Wiegand engineers have at 
their finger-tips voluminous data on electric heat applications, 
and are ready to work with you in meeting specific problems. 


Chromalox electric heating units are available in types, 
sizes and ratings for any application requiring temperature 
up to 1000 deg. F. 


EDWIN L. WIEGAND COMPANY 
7500 Thomas Blvd. e Pittsburgh, Penna. 


158540). 9-Uhe>.4 
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ig there is any domestic problem which wor- 

ries the country at this time even more than 
the Priorities Situation, it is the Labor Situa- 
tion. With long-distance telephone workers 
threatening to walk out any day, and with the 
coal miners giving their own version of the 
popular song, “I Don’t Want to Set the World 
on Fire,” the average citizen is almost afraid 
to look at the newspapers for fear of learning 
of some fresh outbreak of serious labor dis- 
putes. 


CoMPARATIVELY speaking, the public utilities 
have been fairly fortunate so far in their labor 
relations, aside from a few flurries such as the 
still controversial telephone toll workers inci- 
dent. But what about the publicly owned 
plants? How are they organized to take care of 
labor relations? 


In this issue (beginning page 749) ALFRED 
M. Cooper, experienced writer on business 
affairs and veteran executive in both publicly 
and privately owned utility organizations, 
gives us an analysis of the labor set-up in the 
typical municipally owned and operated utility 
plant. We leave it to the reader to decide 
whether this set-up indicates any greater or 
less protection against labor trouble than the 
prevailing industrial relations of privately 
owned and operated utilities. 


Ss 


A finally, we cannot overlook the im- 
portance of the national transportation 
system in weighing problems connected with 
the national defense. Ata time when steel for 
building more pipe lines is being cut off and 
when the railroads and motor truck lines are 
operating under capacity loads, there is in- 
creasing temptation to expand waterway 
facilities without too much regard for sound 
transportation economics. 





FRANK M, PATTERSON 


Moving men and materials is probably the 
biggest defense job in America today. 


(SEE Pace 742) 
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EDITORS (Continued) 


Frank M. Patterson, Chicago consulting 
engineer, formerly of the Interstate Com- 
merce Commission and the CB&Q Railroad 
Company, gives us something to think about 
along these lines in his article on the job of 
American transportation during the emer- 
gency (beginning page 742). 


Ss 


HE recent activity of the OPM in ration- 

ing electric power in the Southeast is an- 
other government defense activity of signifi- 
cance. It foreshadows the development of 
the OPM power branch as the dispenser of 
electric service where the supply is not ade- 
quate to meet the total demand. By the same 
token, it would seem to indicate the defer- 
ment, for the immediate future at least, of 
the Federal Power Commission’s broad plan 
for expansion of electric power production in 
the United States. 


Tuis is probably based on practical necessi- 
ties dictated by the shortage of materials, 
But it does imply a reversal of the previous 
government policy of pushing power produc- 
tion and stimulating power consumption. 
Under the new dispensation, it would seem 
to be the OPM policy to utilize existing pro- 
duction facilities to the fullest extent so as 
to avoid unnecessary plant expansion in the 
face of material shortages. 


WI this policy be followed in the case of 
other public utility industries which are al- 
ready feeling the pinch of increasing demand 
against a decreasing supply of materials to 
meet such demand? Will it mean the eventual 
rationing of telephone service and even gas 
service by the OPM? In future issues of the 
ForTNIGHTLY we are going to strive to obtain 
answers to these and allied provocative ques- 
tions which spring like mushrooms out of the 
emergency. 


¥ 


Aone the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE effect of the war upon public utility 
valuations for rate-making purposes was 
shown when the New Jersey board said that, 
in estimating a water company’s operating 
revenues for rate-making purposes, it must 
conclude that in view of defense activities in 
the area served there will be an increased con- 
sumption of water for a reasonable period in 
the future and consideration must be given 
to such additional revenues. (See page 292.) 


THE next number of this magazine will be 
out December 18th. 
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GUARANTOR'S 


FORT WAYNE WATER WORKS 
ama 


@ CITY OF FORT WAYNE, ELECTRIC & 
WATER DEPARTMENT Kardex Customer 
History Record—Above are shown two 6- 
inch x 4-inch Kardex pockets—front and back. 
The front pocket contains the fold-over card— 
the flap is up. Its face provides the Application 
for Service and an 8-year record of Light, 
Water and Sewage payments. Signals in the 
visible margin indicate, by their color, such 
facts as—"‘deposit”, ‘delinquent’, ‘‘discon- 
nected,”” 


The back pocket maintains the 5-inch x 3-inch 
cards such as ‘Guarantors Agreement" etc. 











\ SIMPLE WAY TO CUT YOUR BAD DEBT LOSSES 








Every Utility Company wants to stop prohibitive bad 
debt losses, improve customer relations and ease the 
burden of work and worry loaded upon executives 


and personnel. nang there’s a new, easy way to 


accomplish all three objectives: 


KARDEX 
CUSTOMER HISTORY RECORD 


Centralized within a single Kardex Customer History 
Record are all the essential facts which contribute to 
a reduction of bad debt losses, better customer rela- 
tions and savings in executive and clerical time. 
Combined within this single Kardex record are: 


. Application for service 

. Alphabetic index of customers 
. Deposit ledger 

. Guarantors record 

. Record of accounts guaranteed 
. Inactive account ledger record 
. Bad debt record 

. Copy of deposit receipt 

. Collection record 

10. Credit information 


The Kardex Customer History Record establishes 
collection effort on a selective basis—conc trating 
attention only on delinquent accounts. It speeds 
customer service by centralizing the source of in- 
formation. It relieves executives and clerks from 
time-consuming searches in several files for informa- 
tion pertaining to a single account. 


OoOnouhwn — 





OUR RESPONSIBILITY 


You can install your Kardex Customer History Rec- 
ord without headaches, overtime or interrupted 
normal routines by letting us assume the entire in- 
stallation. We'll do the whole job—typing, verify- 
ing and filing—and turn over to you a new system 
all ready to deliver benefits-plus! 


WRITE TODAY 


Write today for all the facts on the triple savings of a 
Kardex Customer History Record. No cost, of course. 






UTILITIES DIVISION 


REMIAGTON RAND INC. 


BUFFALO, NEW YORK e 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valcan unit makes notable 

4 year record in latest design, 
twin farnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Pablic Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
































ulcan unit in twin-furnace Foster Wheeler steam 
nerator completes 4 years’ service with NO TROUBLE 
ND NO MAINTENANCE. 
-This despite unusual problems presented by 
novel boiler and furnace design. 
.. As the drawing shows it was impracticable to 
nstall soot blowers from the front of the boiler as the 
hace construction precluded installation of con- 
entional type of elements and bearings to provide 
me protection and support. 
., Hence, entry was made at the back necessitating 
parrying the elements a distance of about 26 ft., through 
he — and boiler tube banks to the super- 
neater, 


Solution was found by using HyVULoy element 


section for the high ger ap area, VULcrom ele- 
ment iding the a - oye — yo 
provi specially design i to ho e 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 


- Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 

d—VULCAN SOOT BLOWERS WERE SPECIFIED when 
a a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and opera prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 

















FRANKLIN DELANO ROOSEVELT 



























WILLIAM S. KNUDSEN 
Director general, Office of Produc- 
tion Management. 


WILLiAM L. BATT 
Director, materials division, Office 
of Production Management. 


Davin LAWRENCE 
Editor, The United States News. 


JoserpH B. EASTMAN 
Chairman, Interstate Commerce 
Commission. 


EpitrortAL STATEMENT 
American Bar Association Journal. 


DonaLp M. NELSON 
Executive director, Supply Prior- 
ities and Allocations Board. 


GANSON PURCELL 
Commissioner, Securities and Ex- 
change Commission. 


CHARLES A, SEGNER 
Editor, Investor America. 





Joun C. Pace 
Commissioner, Bureau of 
Reclamation. 


DEC. 4, 1941 







Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We are not a warlike people. We have never sought 
glory as a nation of warriors.” 


¥ 


“Billions of dollars don’t mean much to me. 
understand those kind of figures.” 


I don't 


¥ 


“How recentiy it seems to be that we were worrying 
about having too much power on our hands!” 


¥ 


“The dreaded inflation is almost here. It is not a 
runaway affair but is liké creeping paralysis.” 


* 


“A zealot with a cause is a socially useful person, but 
not as a member of an administrative agency.” 


¥ 


“The rise of a people in the scale of civilization may be 
measured by their self-restraint in the use of power.” 


* 


“We've got that copper shortage because we are trying 
to lick Hitler, not because we have a division of priori- 
ties in OPM.” 


¥ 


“Administrative law has reached maturity and it has 
taken its place in the first ranks of the tools of demo- 
cratic public will.” 


¥ 


“The holder of preferred stock is safe only when he 
declines to be lulled into insensibility by the magic of the 
word ‘preferred.’ ” 


a 
“The irrigationists must go forward by providing a 


free field for power in which to serve broadly the west- 
ern people and to assist in irrigation development.” 


12 
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PRECISION MACHINES a PRECISION MACHINES 
IN THE PLANT -* IN THE OFFICE 





sought 














I don't 
rrying 
not a 
. E OFFICE, TOO, IS 
on, but TR Bre y] _] 
* * 
— In the office, modern business machines produce the .estimates, 
specifications, requisitions, payrolls, stock records and mana- 
* gerial reports that are vital to defense production. * 
trying 
priori- There are thousands of Burroughs Statistical, Forms Writing, 
* Accounting, Calculating, Bookkeeping and Adding Machines * 
being used by both government and essential industries to do 
‘= this work in less time, with less effort, and at less cost. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
hen he 
of the 
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“Tt is peculiar of planners that they always want to 
do you good. But, unfortunately, they seldom fail in 
identifying their own concept of good with the public 
good.” 

e 


“The West, at present and for some time to come, is 
the only portion of the nation where electro industry 
can find the large biocks of firm power at low unit price 
which it requires.” 


¥ 


“Labor union restrictions which have nothing to do 
with wages or hours or conditions of labor are today — 
costing the American consumer over one billion dollars 
a year. The cost is increasing.” 


¥ 


“A nation, like a person, must take its chances—acting 
freely according to its best judgment as contingencies 
arise and refusing to adopt self-denying ordinances which 
will hamstring its future.”. 


> 


“It is neither good citizenship nor industrial states- 
manship to accept policies or recommendations which 
wouid enslave labor and amount to an abdication of the 
functions and duties of private management.” 


* 


“It is possible that we shall emerge from the present 
struggle with transportation agencies permanently in the 
hands of the government, or with government control so 
greatly. increased that the future of the industry will no 
longer depend on present operators.” 


> 


“The defense program started from scratch. The gov- 
ernment plunged at it, rather than into it. All these short- 
ages and threatened shortages, all these investigations, 
charges, and recriminations, show a government stiil 
plunging, and with none too sure an aim at any given 
point.” 


¥ 


“A good many of the New Dealers have been inspired 
for a long time with the theory that profits are wicked 
and represent a form of extortion from the public. As 
a matter of fact, most profits represent the savings and 
operation which are effected by ability, ingenuity, and 
persistence.” 


¥ 


“The main dependence of the Atlantic seaboard for 
petroleum products has been on tankers. If it continued 
to be on tankers, it is conceivable that, in the event of a 
‘shooting war,’ it might be necessary-to convoy these 
tankers. .. . This suggests pipe lines, which do not re- 
quire convoy, and which cannot be sunk.” 
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From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricity 


has been continuously demonstrating the 
fact that it isthe most reliable and 
permanent insulation known 


THE KERITE Wiseeenr2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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No. 24 of a Series 


MODERN STEAM GENERATING UNITS 


LECTRIC COMPANY 
— OF ILLINOIS 


: _ 2. Power Plant 
Venice rear de illinois 
y—360,000 Ib per br 


1000 ps! 
Siento F 








— 


Capacit 
Design 
Total Steam T 








The sectional elevation at the right 
shows one of the two C-E Units now 
under construction at the Venice No. 
2 Plant of the Union Electric Com- 
pany of Illinois. 


if GE equipment includes Type VE 

| Boilers, Water-cooled Furnaces, Bowl 
Mills, Horizontal Burners, and Elesco 
Superheaters and Economizers. Air’ 
Heaters are the Ljungstrom regenera- 
tive type. 


These two units comprise the steam 
generating equipment of this new 
plant which is under the supervision 
of the Stone & Webster Engineering 
Corporation, Consulting Engineers. 


ee 8 

Many of the most notable steam generating units 
of the present day have been designed by Com- 
bustion Engineering. They include eight of the 
ten units in the world which are capable of 
producing 1,000,000 1b. of steam per hr.; also 
the boilers most recently installed in the world’s 
arent utility, industrial and central heating 
plants, 





C-E Products include all types of 
BOILERS © FURNACES ® PULVERIZED FUEL EQUIPMENT ® STOKERS 
SUPERHEATERS ® ECONOMIZERS @ AIR HEATERS 









200 MADISON AVENUE, NEW YORK, N.Y. 


A-627 
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DAVEY TREE TRIMMING SERVICE Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems 
public utility regulation in the United State 
with emphasis upon the expanding role of the Feder 
‘ Government in the regulation of public utilities, j 

Getting the Clearance if | activities in undertaking power projects and 
moting rural electrification, and the issues invol 
e Plenty of It in governmental ownerships. The well-rounded + 

© Skillful Workmanship ment and critical viewpoint will be of aid to all 
are interested in evaluating the present status 


e Happy Tree Owners public utility regulation, its strengths, weaknesses, a 
significance for privately-owned industry. 


JOHN DAVEY 
Founder of Tree Surgery 








e@ Low Unit Cos's 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO | Public Utilities Reports, Inc. 


D AV E Y T @ E E b) E R V : C E Munsey Bldg. Washington, D. ¢ 
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OES YOUR INSULATION INVESTMENT 
PAY A BUCE RETURN? 


status 9 
nesses, an 


FURNACES where insulation is FOR TEMPERATURES UP TO 600° F., 


quired to resist temperatures up you save by using J-M 85% Mag- 
p 1900° F., J-M Superex is widely nesia. For years the standard ma- 
cognized as the most efficient terial for insulating power-plant 
ck insulation available today. equipment and steam lines, it com- 
Hundreds of installations prove its bines light weight with permanently 
ong life and low maintenance. high insulating efficiency. 


OW MUCH MONEY you spend on fuel depends to a large 


tent on the answers to these two questions: 
Are you using the correct insulating materials? 
Are they applied in the correct thicknesses? 


To assure every saving possible with insulation, it will pay 
you to call in a J-M Insulation Engineer. Let him study 
jour requirements . . . his specialized technical training and 
xperience will help you trace down and correct sources of 
eat waste that may otherwise go unnoticed. 


From the complete line of J-M Insulations, he can recom- 
end exactly the material you need for-greatest efficiency ON SUPERHEATED STEAM LINES, Johns- 
— ‘ ° ’ Manville Superex Combination Insula- 
}.. exactly the thickness you need for maximum returns. tion provides an effective safeguard 
against costly heat waste. Built up of an 


For full details on this helpful service and facts about the inner layer of Superex and an outer layer 


omplete line of J-M Industrial Insulations, write to Johns- of 85% Magnesia, this combination 
assures maximum heat resistance and 


Manville, 22 East 40th Street, New York, N. Y. insulating efficiency. 





3 


"Jul Johns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE...FOR EVERY SERVICE... 


Superex .... 85% Magnesia... JM-20 Brick... Sil-O-Cel C-22 Brick ... Sil-O-Cel Natural Brick... 
J-M No. 500 Cement... Sil-O-Cel C-3 Concrete ... Marinite 
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MERCOID HAS PIONEERED THE DESIGN AND DEVELOPMENT OF CONTROLS FOR DOMESTIC AUTOMATIC 
HEAT, AND TODAY THEY ARE FOUND IN TENS OF THOUSANDS OF HOMES THROUGHOUT THE COUNTRY 


AUTOMATICCO NTROLS 
are mee c1NL 


9 
AMERICAS 
NATIONAL DEFENSE 

CONTROL 
PROBLEMS 





IT HAS BEEN PUBLICLY STATED 
THAT THERE JS SCARCELY AN IN- 
DUSTRY IN THE COUNTRY THAT 
IS NOT USING’A MERCOID CON. 
TROL SOMEWHERE 
Most are on vital applications in the 
control of temperature and pressure; 
also on automatic mechanical opera- 
ations. ¢ The time proven accuracy 
and dependable operation of Mercoid 
Controls make them indispensable dur- 
ing this time of National Emergency. 


CHEMICAL 


INDUSTRY 





MERCOID HERMETICALLY SEALED MERCURY SWITCHES 
ARE USED EXCLUSIVELY IN ALL MERCOID CONTROLS 
The initial cost is slightly higher than the average type of switches 
used in controls, but they save on the elimination of service expense, 
as there is infinitely less chance for contact trouble. They assure 
longer control life. ¢ A Mercoid switch cannot be affected by dust, 
dirt or corrosion. @ First illustration above, is a new light operated 
switch—the Mercoid Visaflame. This device has revolutionized the 
control of domestic and industrial oi] burners. The second one 
shows the snap-action tilting type. Last one, the magnetic stationary 
type. @ Mercoid switches are extensively used in many applications. 
© For further information see Mercoid catalog. 


The Mercoid Corporation * 4233 Belmont Avenue * Chicago, Illinois 


WAR ON WASTE 
is essential when ‘the Nation's 
power and resources are ¢ 
the important task of building up: 
strong national defense. Mercoid 
trols are especially suitable for aan 
ing on a successful “war on Wi 
program wherever automatic cont 
are involved. They are built to end 
and practically require no service 


‘tention after they are once 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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[ “You don’t have to worry about 


the terrain. With International 
TracTracTors on the job you 
know you’ve got the stamina and 
endurance to come out on top.” 


Statements like this come 
from users on all sorts of trac- 
tor-powered operations. And 
this sort of evidence from thou- 
sands of satisfied owners is your 
assurance of maximum power at 


December 4, 194 
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minimum cost. 


With International TracTrac- 
Tors working for you, you'll find 
that freedom from breakdown, 
long life, and all-’round low 
maintenance are only a few of 
the many features that help you 
keep on top of the job. See the 
nearest International Industrial 
Power dealer or Company 
branch for full information. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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IGHTNING investigation equipment 
installed on transmission towers 
of radio station WADC, at Akron, 
Ohio, provides the means for studying 
effects on large steel towers. Westing- 
house is continually developing and 
testing lightning protective apparatus 
to give central stations the most de- 
pendable equipment possible. The new 
Westinghouse LV arrester, which suc- 
cessfully withstands strokes of both 
long and short duration, is an example. 
This new arrester has made possible 
high continuity of service enabling 
power companies to cut maintenance 
costs while giving better service. 


WESTINGHOUSE ELECTRIC & MANUFACTURING 


ELECTRICAL PARTNER 


Westingh 


CENTRAL 


COMPANY, 


STATION 


Paraty 3. 


VAST PITTSBURGH, YP 
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Engineers seeking added power for 
leading utilities, petroleum, chemi- 
cal, paper companies and allied fields, 
after repeated experience with 
Grinnell’s engineering and fabrica- 
tion facilities are “Giving the Plans 
to Grinnell”. 

You will find it a time-saving 
practice for any piping system from 
the simplest to the most complex. 
Write for Data Book of “Grinnell 
Prefabricated Piping”. Grinnell 
Company, Inc., Executive Offices, 
Providence, R. I. Branches in prin- 
cipal cities of the U. S. and Canada. 


GRINNELL 


wHenever PIPING is invoiveo 
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rucks, too, must 
_Serve longer! 


you need the extra depend- 
ability of quality-built 
Dodge Job-Rated Trucks 


* 


Now... More Power, too! 


IN DODGE 
1% -TON 


HORSEPOWER oy 


20}. 


HORSEPOWER SPECIAL 


BECAUSE OF 
—_ CORPORATION 
ENGINEERING 











@ These are days when extra quality, 
extra dependability and extra power 
are needed! Dodge gives you all three 
in super-powered Job-Rated trucks. 
They’re built to deliver extra thousands 
of miles of efficient, low cost operation, 
They’re Job-Rated—from engine to 
rear axle—‘“‘sized”’ right in every fea 
ture to do the job, and to stay on the 
job. See your Dodge dealer—today 
e e * 
DODGE PRODUCTS FOR NATIONAL DEFENSE 
Command Reconnaissance Cars « Field Radio Cars « Troor 
and Cargo Motor Transports « Weapon Carriers « Arm 


Carry-Alls « Ambulances « Duralumin Forgings for Bombe: 
Fuselages « Parts.and Assemblies for Anti-Aircraft Cannon: 


Prices and specifications subject to change without notice 





% to 3-Ton Gas, and Heavy-Duty Diesel 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier ane Company, Ltd. ; 


ERECTORS OF TRANSMISSION LINESI- 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





eember 4, 1941 Public Utilities Fortnightly 





DITTO METHODS 
GIVES. WINGS TO UTILITIES 
DETAIL 


... EVERYBODY IS FREED 
FOR MORE AND BETTER WORK 


Once is enough! Retyping and rewriting 
wastes precious time, energy, and payroll, 
and that can’t be tolerated today. 


Yet think how all or part of payroll 
a AD OD MARES Doraee figures, accounting data, accumulative 
itto leads, Ditto offers most advanced " 
types of both gelatin and liquid duplicators. reports, rate schedules, service forms, 
reports, and the like, are copied and re- 
copied before the operation is finished! 
That’s why the ERRORLESS Ditto 
methods multiply the effectiveness of your 
people— getting MORE and QUICKER 
and WHOLLY ACCURATE work done. 
Adapted to your present system, Ditto 
can work wonders! 


FREE! 


DITTO, Inc. 
647 S. Oakley Blvd., Chicago 
4 Gentlemen: Without obligation please send me: 
BE PRE PARE D i se ; ( ) New Ditto Machine Data 
£ ( ) “Copies, Their Place in Business” 


: ( Arrange a Ditto demonstration for me 
Be informed! Send for stud- , Xs 


ies, forms and manual of ae My Name 
methods in actual use, prov- . ; 
ing Ditto’s speed and econ- - 

omy!.. ._DITTO, Inc., 647 S. PR ass + hu cet beend ka karen eu neeuid os neter ern 
OakleyBlvd.,Chicago,U.S.A. 


COMIGES oo icc cc cteccccedpesecseceduscecsiccncneds 
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A TELEPHONE RATE CASE 


by 


Edward Devereux Smith 


(Recently retired Vice President 

and General Counsel, Southern 

Bell Telephone & Telegraph Com- 
pany, Atlanta, Georgia) 





The Outstanding’ Book of the 
Decade 


- - = how to set up a rate case 
- - - the factual and practical approach 
- - = logical and authoritative 


This is a book for those who prepare the facts and statements for 
rate cases—the executive, accountant, engineer and rate expert; it is also 
a book for the lawyer who presents the evidence and conducts the pro- 
ceeding. 


Here, in 223 pages, are condensed the knowledge and experience 
acquired in a life-time career of rate practice—all for $5.00. 


DO NOT MISS THIS BOOK 


PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BUILDING WASHINGTON, D. C. 
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“Clevelands” special Trailers give truck-speed transportation 
at Low Cost. Machines load and unload on Trailers in 10 
to 15 minutes. 


Dig Anywhere— 


WATCH 


Every day, more Public 
Utilities are realizing that 
“Clevelands” are setting a 
new high in Ditching Per- 
formance. 


They like the compactness and 
mobility of “Clevelands”—their 
modern, dependable construction 
which eliminates dead weight 
and increases effectiveness. 


They respect their speed and the 
way “Clevelands” have come 
through for them on difficult jobs, 
for “Clevelands” have definitely 
saved them money on their ditch- 
ing. 


You, too, can “go to town” with 
“Clevelands.” Let us tell you how 
and why. There is no obligation. 


THE CLEVELAND 
TRENCHER COMPANY 


"*Pioneer of the Small Trencher"’ 
20100 St. Clair Avenue 
Cleveland, Ohio 


CLEVELANDS @ 
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A BANK OF METERS ! 
You Can gerd ea me 











LARGE CAPACITY 
PRESSED STEEL 


METERS 


IG bulky meters, like big bulky automobiles, are largely 
B a thing of the past. This is the era of streamline design. 
Large volume positive measurement, the EMCO Pressed 
Steel Meter way, is meeting with increasing favor with gas 
companies the country over. The compact design of these 
meters is fully appreciated on manifold installations such 
as illustrated above. EMCO NO. 4% 
arate 

EMCO Pressed Steel Meters, while giants in capacity, 
require less floor space per cubic foot than any other meter. 
Their exclusive reinforced, pressed steel construction makes 
them extremely rugged but light in weight. They have all 
the inherent simplicity and accurate measurement qualities 


of the well known EMCO line. 


EMCO NO. 
PRESSED STEEL METER 


vosanon.es ‘SAM FRANCISCO 8OSTON Kansas City: weaniits 
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America Speeds Up 
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—ASSISTED IN MANY WAYS BY EXIDE BATTERIES 


| & industrial plants all over the nation Exide 
Batteries, furnishing power to tens of thou- 
sands of electric trucks, are speeding up the 
handling of steel and raw materials of every 
description. In coal and metal mines, Exide- 
equipped locomotives are helping bring out the 
fuel and ore so necessary to our national defense 
program. 


Among America’s utility companies Exides are 
rendering other important services — operating 
circuit breakers, furnishing emergency sources of 
lighting, safeguarding communication systems, 
cranking and lighting trucks, cars and buses. 


Public utility and privately operated plants 
everywhere have turned to Exides wherever 
storage battery power is required. 





THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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‘Are you KEEPING POSTED 


on public utility 
developments? 


Do you know how the latest develop- 
ments and changes affect the public 
utilities’ place in our economic 
structure? Now you can get a clear, 
understandable picture, for 


THIS NEW BOOK > 
GIVES YOU A FULL 
AND FRESH APPRAISAL 


of problems confronting public 


utilities today — 


This book is designed to show the place 
which public utilities occupy within our 
economic structure and the special problems 
of price control service supervision, security 
regulation, etc., which the march of events 


‘since 1933 has brought about. 


Accepting the dominance of private owner- 
ship in all fields but water supply, the book 
is primarily an illustration of institutional 
economics. The book draws upon the litera- 
ture of 47 state and four federal commis- 
sions, one federal and 48 state judicial 
system, as well as many trade 
and semiofficial organizations. 











Just published! 


PUBLIC UTILIT 
ECONOMICS 


By C. Woody Thompson 


Associate Professor of Economics 


and Wendell R. Smith 


Instructor in Commerce, State 
University of Iowa 


726 pages, 6 x 9, illustrated, $4.50 




























Answers your questions on:— 


USE THIS CONVENIENT ORDER COUPON 


Public Utilities Fortnightly 
Munsey Building, Washington, D. C. 


Please send me a copy of Thompson and Smith's | 


Public Utility Organization and Finance PUBLIC UTILITY ECONOMICS postpaid, | enclose 


$4.50 in 
Techniques of Regulation C) check 
The Problem of Reasonable Rates 
Rate Making Theory and Practice Name ..... 
The Marketing of Utility Service Address 


The Tennessee Valley Authority 
The Problem of Security Regulation 





C money order 0 cash 
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KINNEAR "¢%s."ROLLING DOORS 


Controlled From Any Location! 


aber 4, 19 
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FROM ANY DESK FROM ENTRANCE GATES 



















FROM 

























You save time and work 
with doors you can open 
from one or more con- 
venient stations! Quick 


“J opening and closing 
cuts heat losses in 
winter, too! Make these 
savings in your plant... 
Install Kinnear Motor 

son Operated Steel Rolling 

i Doors! Write for details! 

IMCS 

te In addition to remote control, Kinnear Rolling Doors give you 
extra value in other ways. By coiling compactly above the 
doorway, they save floor and wall space . . . leave ceilings clear 
$4.50 for conveyors . . . avoid blocking off light from above . . . 
7 remain out of the way and out of reach of damage . . . and 
Ai Sd permit full use at all times of all space around openings. Their 





ON i strong, durable, time-tested interlocking-slat design and all-steel 

H construction afford valuable protection against fire, intrusion, 
sabotage, wind, and the elements. Easy to install in old or new 
buildings. Write today for catalog describing many other 
features! THE KINNEAR MANUFACTURING CO., 2060-80 


Fields Avenue, Columbus, Ohio. 


ROLLING DOORS 


mith's 
close 









SAVING WAYS 
IN DOORWAYS 
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Driving big pUMps aT JOUYU F.p, 


calls for TE | | | OT 
3600 R.P.M. M 0 T0 R 


When a 1250-hp., 3600r4 


Elliott motor goes to work onala 





pump, it’s a safe bet that a lo 
gallons per minute are going 


_ start coming through — and k 
Elliott 1250-hp., 3600-r.p.m. Z 

squirrel-cage motor driving on coming! These motors have 
high-pressure boiler-feed Eat 

pump for topping turbine. ruggedness, the ability, to main 


_ wai such a standard. 





3600 R.P.M. In the field of big, hign-sp 


motors, Elliott stands at the t 








Two-pole synchronous and squir 

cage induction motors have 

enviable record of outstand 

: achievements in installations ra 

anya ing from utility power plants 


Elliott 125-hp., 3600-r.p.m. 
squirrel-cage motor for a underground tunneling jobs. 


pump on a tunneling job. 





Elliott motors are designed 
the job they have to do whet 
it’s furnishing power for a pu 
blower, pulverizer mill, or any of 
drive over 25 hp. 


Ask the Elliott engineering s 

to help on your next motor spe 

i i intere 
Two Elliott 800-hp.,.2600-r.p.m. fication. Write today for int 
squirrel-cage induction motors ing, informative bulletins. 


driving boiler feed pumps in 
a power plant. 


F 1 T () COMPANY 
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{ Petroleum Electric Power Association opens convention, Dallas, Tex., 1941. 
4 New England Transit Club convenes, Boston, Mass., 





{ American Inst. of Elec. Engineers ends district meeting, New Orleans, La., 1941. 
{ New Mexico Oil and Gas Association convenes, Artesia, N. M., a. 





{ Exposition of Chemical Industries ends, New York, N. Y., 1941. 





American Fhe, of Works  cacccrma New York Section, will hold convention, New 
York, N. Y., Dec. 30, 1941 





{ Nebraska Irrigation Association starts meeting, Kearney, Neb., 1941. 





{ Central West Shippers Advisory Board opens meeting, Sioux City, Iowa, 1941. 








{ Louisiana Engineering Society will hold meeting, New Orleans, La., Jan. 9, 10, 1942. 





¥ Florida League of Municipalities opens meeting, Tampa, Fla., 1941. @ 





{ Kentucky Independent Telephone Association opens meeting, Louisville, Ky., 1941. 





1 aw Communications Bar Association holds annual meeting, Washington, D. C., 
1 ° 





I American Society of Heating and Ventilating Engineers will hold annual meeting, 
Philadelphia, Pa., Jan. 26-30, 1942. 








{ International Heating. and Ventilating Exposition will hold biennial exposition, 
Philadelphia, Pa., Jan. 26-30, 1942. 





17 i eae rare. 19 of -agauaens Engineers will hold winter convention, New York, 
an. 














q tla Gas Association will hold annual convention, Sioux City, Iowa, Apr. 13-15, 
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From Elsie Hafner, N. Y. 


Courtesy of Midtown Galleries 


“Oj” 


By Miron Sokole 
























Vot. XXVIII; No. 12 
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The Hand of Ickes in Alaska 


What is going on in this far northern 
territory during the present emergency. 


National socialism, declares the author, is seeping in under the 

direction of Mr. Ickes and Governor Gruening—municipal 

ownership of public utilities, government ownership of rail- 

roads, and remote control of natural resources—defense boom 
towns—toll ferry disputes. 


By LOUISE C. MANN 


HE totalitarian nations in Europe 

are warring to spread the doctrine 

of national socialism throughout 
the world. Although Alaska is only 56 
miles from Russia across the Bering 
sea and only 900 miles from Japan at 
the tip of the Aleutian islands so that 
it would be vulnerable to attack, na- 
tional socialism is already seeping into 
Alaska through the back door, under 
the direction of “Fuehrer” Ickes and 
his disciple, Governor Ernest H. Grue- 
ning. These manifestations of social- 
ism, which include municipal owner- 


731 


ship of public utilities, government 
ownership of railroads, and remote 
control of natural resources, are being 
developed by defense against the World 
War. 

In order to comprehend the moving 
forces behind these events, a little of 
the political and economic background 
of Alaska should be given. The politi- 
cal situation is the same as it is “Out- 
side,” which is Alaskan for the United 
States. In other words, the people are 
divided into Republicans and New 
Dealers; and the Republicans are al- 
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most universally against municipal 
ownership, while the New Dealers are 
almost all in favor of it, except when 
it comes to increasing local taxes to 
finance it. The difference, however, lies 
in the following fact : The Territory of 
Alaska, which theoretically should be 
managed by President Roosevelt 
through his appointee, Governor Grue- 
ning, has been grabbed off by Mr. 
Ickes, who has appointed himself the 
Dictator of Alaska. 

This dictatorship is so deeply re- 
sented by all Alaskans that it is harder 
to find even a New Dealer with a good 
word to say for Ickes than it is to pick 
up a gold nugget on the beach at Nome; 
in fact, the first session of the Demo- 
cratic legislature passed a resolution 
calling for his resignation. My own im- 
pression was that Ickes was easily the 
most unpopular man in the Territory, 
with Adolph Hitler running not even 
a close second. 


, [ ‘HE reasons for this unpopularity 
are threefold : 


IcKEs’ conservation policy is to 
e lock up the natural resources of 
Alaska so that they will be available for 
the Alaskans’ grandchildren rather 
than for this generation. The real Alas- 
kans, on the other hand, would prefer 
to make their money now, so that their 
grandchildren will not have to live in 
the frozen North. 


IckEs has a bill somewhere in Con- 

e gress to establish a colony in Alas- 
ka for several thousand European re- 
fugees. Now Alaskans are surprisingly 
free from race prejudice ; but ever since 
the Matanuska fiasco, they have had a 
decided prejudice against government- 
controlled colonies, and they cannot 
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understand how, if the Interior De. 
partment was unable to settle 200 
American farmers successfully in Alas- 
ka, they can provide thousands of 
Europeans who have had no previous 
agricultural experience with a com- 
fortable living. 


WHEN Ickes actually visited Alas- 

e ka, he rushed through in such a 
hurry that he saw even less than the 
average tourist, with the result that 
when he returned to the states and 
made a speech at a chamber of com- 
merce meeting, he forgot the name of 
Juneau, the capital city. 

With this background in mind, it is 
easy to comprehend why, since Ickes 
is in favor of municipal ownership of 
utilities, most Alaskans would natu- 
rally be against it, no matter how good 
it was. Furthermore, Governor Ernest 
H. Gruening, formerly a newspaper 
editor in Maine, is also a strenuous ad- 
vocate of municipal ownership, and 
once wrote a book about it entitled 
“The Public Pays.” Since the people 
feel that Gruening was appointed by 
Ickes to carry out his ideas, the gov- 
ernor has been working under a tre- 
mendous handicap, with the added dis- 
advantage to start with that he was not 
an Alaskan. He has been trying to live 
down these two stigmas, and has par- 
tially succeeded, although last year even 
his own legislature did not support him 
when it came to increasing taxes. The 
governor, however, has made some 
warm friends in Alaska, and does not 
share the universal unpopularity of 
Ickes. 


Lepore the advent of Governor 
Gruening, the movement toward 
municipal ownership had already made 
some progress, from Ketchikan, where 
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it was a brilliant success, to Seward, 
where it was a dismal failure. Many 
citizens, however, had become disillu- 
sioned about PWA projects when, on 
the advice of “Outside” engineers, 
their towns had gone heavily into debt 
to construct beautiful sewers which 
were of no value in a climate where 
they consistently froze every winter. 
There would have been no great 
public interest in municipal ownership, 
therefore, if it had not been for the 
sudden development of national de- 
fense. Towns which yesterday were 
mere country villages suddenly found 
themselves booming cities with large 
surplus populations living in shacks 
and even tents, and more bars and liq- 
uor stores than there were restaurants 
and hotels. In these defense centers 
something has to be done in a hurry 
about supplying more electricity ; and, 
on the other hand, in some towns the 
owner of the local company has reached 


the retirement age, which in Alaska is , 


somewhere over eighty, and does not 
feel equal to the strain of financing 
and engineering a large-scale expan- 
sion program. 

The U. S. Navy inconsiderately de- 
cided to fortify the exposed outposts 
which were in danger of attack, in- 
stead of the already existing cities 
where there were comfortable hotels 


& 


pal ownership [in Alaska], . . 


for the laborers to live in, and some 
protection from the bitter winter winds 
blowing in from the sea. Kodiak, Un- 
alaska, and Sitka, while possessing fine 
natural harbors, were little more than 
extinct Russian trading posts inhabit- 
ed by a few Indians until the Navy 
took them over. 


HE Army was more considerate 

of its employees, and is establish- 
ing its bases in the more habitable in- 
terior where capture by the enemy will 
be difficult, and where there are cities 
near by to provide housing and recrea- 
tion. The principal Army base in Alas- 
ka is at Anchorage, which was already 
a thriving railroad center, and other 
bases are being built at Fairbanks, 
Seward, and Annette island near 
Ketchikan. 

On account of the distance between 
the various Alaskan communities, no 
central system of electricity can be es- 
tablished to supply towns which might 
be cut off in an emergency, as Kodiak 
was when its plant burned down. 
There is, furthermore, no céntral regu- 
latory body or public service commis- 
sion. Rates are regulated by the city 
councils of the various towns, which 
have the power to establish electric 
rates at a “fair rate of return’”—which 
in Alaska means 8 per cent, because 


. if tt had not been for the 


q “THERE would have been no great public interest in munict- 


sudden development of national defense. Towns which yes- 
terday were mere country villages suddenly found them- 
selves booming cities with large surplus populations living 
in shacks and even tents, and more bars and liquor stores 
than there were restaurants and hotels. In these defense 
centers something has to be done in a hurry about supplying 
more electricity...” 
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that is the current interest rate at the 
banks for prime commercial paper and 
first mortgages. (It used to be 12 per 
cent until the law against usury went 
into effect.) Some of the towns, how- 
ever, which are going in for municipal 
ownership are able to borrow money 
“Outside” at 4 and 5 per cent. In fact, 
several of the undertakings afoot at 
the present time are being promoted 
by bond firms which are clamoring for 
good municipal revenue bonds bearing 
these attractive rates of interest. 


HE high interest rate, therefore, is 

one of the factors causing high 
power rates in Alaska, especially since 
the electricity in the larger cities is 
usually generated by hydro, necessi- 
tating large capital investments. While 
no survey of potential power for the 
whole Territory has been made, it is 
estimated that southeastern Alaska has 
a possible year-round supply of power 
of 800,000 horsepower, caused by a 
combination of favorable factors, in- 
cluding heavy rainfall, high mountains, 
and hanging lakes, according to B. F. 
Heintzleman, regional forester. Al- 
though large pooling of water re- 
sources is impossible because of the 
many fjords, power from the different 
sites could be combined to provide con- 
centrations up to 80,000 horsepower, 
which could be used in any future de- 
velopment of a pulp and paper industry. 
Another difficulty which would be 
encountered if any large-scale hydro- 
electric development were to be con- 
templated is that the Federal govern- 
ment owns all of the power sites, so 
that they could not be purchased by 
private capital, but could only be leased 
from the Federal Power Commission 
for a period not exceeding fifty years. 
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Since holders of first mortgage bonds 
like to feel that they have some physical 
property behind them, financing might 
be difficult under these conditions. This 
policy is the sort of thing, Alaskans 
feel, that impedes the sound and solid 
development of the Territory, because 
it also applies to most of the forests 
and the oil reserves. 


ty the interior, those cities generat- 
ing electricity by steam have even 
higher rates. Fairbanks uses local coal 
from the Healy mines, for which it 
pays $6.60 a ton for run of the mine 
delivered to the Northern Commercial 
Company, while the U. S. Army, buy- 
ing in larger quantities for its new 
plant at Ladd field, pays $7 a ton for 
the same coal. The electric rates in 
Fairbanks start at 12 cents per kilo- 
watt hour and drop to 8 cents, and the 
power rates are 8 cents commercial and 
6 cents domestic. The manager of the 
local company said he would be only 
too glad to be able to buy some nice 
cheap power from Bonneville or even 
from Ketchikan, where there is a fine 
water-power site, and sell it to his cus- 
tomers. He furthermore thought that 
it was decidedly unfair of Governor 
Gruening to compare private company 
rates in Fairbanks with municipal rates 
in Ketchikan, which range from 6 cents 
to 4 cent per kilowatt hour, as an ar- 
gument in favor of government own- 
ership. 

Another factor operating against 
low rates in most Alaska towns is that 
the large consumers, such as the gold 
mines and most of the defense bases, 
all have their own power plants. In 
fact, in Juneau the Alaska-Juneau 
gold mine supplies not only all power 
for the mine but also-helps to supply 
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eration of electricity is popular, especi- 
ally on the coast where there is continu- 
ous wind, and in the Far North where 
transportation of Diesel oil is difficult. 
The telephones are all locally owned, 
there being no long-distance lines in 
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lobby. 

Of the two railroads operating in 
Alaska, one, the White Pass & Yu- 
kon, is privately owned, while the 
other, the Alaska Railroad, is a govern- 
ment project, of which more later. 
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dies political and economic back- 
ground of public utilities in Alas- 
ka thus understood, let us see how at 
present a combination of the Democrat- 
ic party and defense work is causing 
the spread of municipal ownership in 
Alaska. 

When Governor Gruening heard 
that the correspondent of Pustic 
UTILITIES FoRTNIGHTLY was in the 
capital city, he sent for me and gave 
the following statement which he had 
prepared in advance: 


The engperi: public utilities are an out- 
standing example of municipal ownership 
and operation at its very best. After the 
collapse of the “blue sky” Foshay struc- 
ture, a group of public-spirited and en- 
lightened Ketchikan citizens, against intense 
opposition, succeeded in getting the voters 
of that city to take over the utilities—light 
and power, water and telephones. Under 
the able management of W. T. Stuart, an 
experienced Alaska utility operator, politics 
has been rigidly excluded from their man- 
agement. The personnel is employed on a 
basis of efficiency and not selected on a 
basis of political or personal friendship. In 
consequence, Ketchikan has not only the 
lowest domestic rate and the largest domes- 
tic consumption per capita in Alaska, but 
comes close to achieving the record in both 
these respects for the entire United States. 
It is a model for other municipalities in 
Alaska and elsewhere. That low power 
rates bring great dividends to a community, 
besides the advantages inherent in such 
rates, was demonstrated by the recent selec- 
tion of Ketchikan as the headquarters for 
the newly established Alaska Coast Guard 
district, for which the low power rate was 
largely responsible. 


Mr. Stuart corroborated most of the 
governor’s statement. He did say, how- 
ever, that he did not consider municipal 
ownership to be the ultimate solution, 
but that the real need was for honest 
and efficient management free from 
politics. The efficiency of Mr. Stuart’s 
management is evidenced by the fact 
that his company has $300,000 on de- 
posit at the bank, and is considering in- 
vesting it in defense bonds. 
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He disclaimed any idea that the pur- 
chase of the Ketchikan Company in 
1935 from the bankrupt Foshay inter- 
ests was a part of the national policy of 
government ownership, but stated that 
it was due entirely to local conditions, 
The reason for the success of the mu- 
nicipal enterprise was the combination 
of the two factors of low purchase 
price financed in Wall Street at com- 
paratively low interest rates, and a 
plentiful supply of hydroelectric power 
originating practically within the city, 


HE important point is not whether 

a private company could have done 
as well under similar able management, 
but that Ketchikan is being held up as 
a yardstick by Governor Gruening and 
other advocates of municipal owner- 
ship in Alaska to persuade towns which 
do not have the two advantages to 
go in for it, expecting to achieve similar 
low rates and extra funds for the city 
treasuries. 

In the town of Seward the result was 
disastrous. Several years ago an unex- 
pected freeze caused the town to be 
without lights for two weeks. The un- 
progressiveness of the management of 
the private company in not building a 
steam stand-by naturally annoyed the 
populace, so that when a PWA man ap- 
peared at the psychological moment 
with an offer of an RFC loan to build 
a municipal plant, the town jumped at 
the opportunity. The result was a small 
town of 1,000 population with two 
competing electric light plants. The mu- 
nicipal company set its rates low for 
Alaska, ranging from 10 cents to 3 
cents per kilowatt hour, in order to 
break the private company, but the lat- 
ter has managed to keep going by elimi- 
nating its depreciation. fund. Finally, 
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this year, the municipal company, 
which had fallen behind in payments 
of both interest and principal, was 
forced to suspend payments entirely. 
The RFC is seeking to remedy the 
situation by putting a bill through Con- 
gress enabling the town of Seward to 
buy out its private company. 

In the meantime the Army unex- 
pectedly began to build a big base at 
Seward in order to protect the port and 
the Alaska Railroad. They did not 
build their own power plant, however, 
but expect Seward to furnish their 
light and power. Although both com- 
panies are being helped financially by 
this increase in business, it looks like a 
long, dark winter, because there won’t 
be enough electricity for everyone. No- 
body wants to put up the money for a 
new plant, because the government- 
owned railroad is moving its terminus 
from Seward to Portage bay, which 
will remove half of Seward’s original 


population. As the mayor of Seward , 


said, “It’s a mess.” 


HE situation in Kodiak, while 

even worse at the present time, has 
a far brighter future. When the large 
naval base at Women’s bay was begun, 
Kodiak was not even an incorporated 
village. There was no electric light sys- 
tem, no water system, and the town had 
not been surveyed, so the few white 


e 


people who did live there had no title 
to their lands. They had, and still have, 
their own Diesel and wind-generated 
electric plants, which pump water from 
their own wells. 

When several thousand defense 
workers arrived to build the naval base, 
and began to look for places for their 
families to live, the result was a real 
estate boom reminiscent of the good 
old Florida days. Fortunes are being 
made by those lucky enough to have 
been in on the ground floor. A one- 
room shack rents for. $40 a month, and 
a good tent will bring in $35 a month 
to the owner fortunate enough to have 
a piece of land on which to pitch it. 

Since there was no private electric 
power company, the Community 
Power Company was formed with a 
cooperative form of organization so 
that a Rural Electrification loan could 
be obtained, with the intention of ulti- 
mate municipal ownership. The Diesel 
plant which was installed, however, was 
so inadequate to the demands placed 
upon it, that last summer it burned 
down as the result of being overloaded, 
and the town was without lights and 
refrigeration and water, with the ex- 
ception of those fortunates who still 
had their own plants. 

The REA loan of $125,000 had al- 
ready been obtained for the purpose of 
installing a larger plant, which will 


present are Ketchikan, Wrangell, Petersburg, Kodiak, Sitka, 


q “Tue Alaska towns which have municipal ownership at 


Anchorage [one-half], and Seward [one-half]. Of these, 
the last four are all defense centers in which the trend to- 
ward government ownership has a distinct connection with 
the mushroom-like growth of population. The principal 
towns having private companies are Juneau, Cordova, Fair- 
banks, Nome, Skagway, and Valdez.” 
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eventually belong to the city when the 
2.47 per cent REA bonds are retired. 
Kodiak is also applying for PWA 
grants for water, sewers, fire protec- 
tion, streets, schools, and recreational 
facilities, which at present consist of 
five cocktail bars, nine liquor stores, 
and one movie theater. 


NCHORAGE is another defense boom 
town, where the expansion in 
construction is not yet keeping up with 
the demand; but so many new build- 
ings are going up, amounting to about 
$1,500,000 in the last two years, that 
it looks as if eventually everyone will 
have a place to sleep. Many people here 
as in other Alaska towns have solved 
the housing shortage by taking up a 
homestead outside the city limits, 
where there are no taxes to pay, and 
building a nice little log cabin or wall- 
board shack, heated by a stove con- 
verted from an empty oil drum. In fact, 
a man who is unable to build his own 
house and stove has no business going 
to Alaska at all. 

A problem arises when these home- 
steaders who pay no taxes apply to 
the town to have utilities installed. 
As mentioned before, the utilities at 
Anchorage are half public and half 
privately owned ; that is, the hydroelec- 
tric generating plant is owned by the 
Anchorage Light & Power Company, 
while the distribution system is owned 
by the city, which buys power whole- 
sale at 3 cents per kilowatt hour and 
retails it at an average of 6 cents, 
thereby making a tidy sum for the city 
treasury. 

The telephones are owned entirely 
by the city, with the result that 300 
prospective customers within the city 
limits are without telephones, because 
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the city does not want to appropriate 
the money to install a new switchboard, 

During the last two years the An- 
chorage Light & Power Company 
spent over $150,000 in expansion in 
order to insure an adequate supply dur- 
ing the winter. The city, however, is 
unable to distribute this power to its 
400 prospective customers outside the 
city limits, because it is not authorized 
to build those lines with city funds, 
whereas for a private company it would 
have been a simple matter. There is, 
furthermore, a movement on foot for 
the city to buy out the Anchorage Light 
& Power Company, the deal to be 
financed by the sale of revenue bonds 
by “Outside” bond houses. 


HE situation in Sitka seems quite 
simple compared with the other 
defense outposts. Since the naval base 
was started a year and a half ago, the 
population has doubled, rising from 
1,500 to about 3,000, and every re- 
source is being strained to provide 
housing to keep up with this increase. 
The result of this big expansion is that 
the hydroelectric plant of 400 kilo- 
watts is unable to supply the present de- 
mand of 700 kilowatts. On the other 
hand, the owner of the company, W. P. 
Mills, having reached the age of retire- 
ment, had no interest in embarking 
upon an ambitious program of expan- 
sion, so that there was practically no 
opposition to municipal purchase. The 
deal was financed in Seattle at 4 per 
cent. The new Sitka Electric Utilities 
Company hopes to be able to reduce the 
present rates, which start at 10 cents a 
kilowatt hour for domestic light and 5 
cents for power. 
Although the situation in Nome is 
not very important, no article on Alas- 
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THE HAND OF ICKES IN ALASKA 





Telephone Service in Alaska 


é ig contrast to the high electric rates, local telephone 

rates in Alaska are no higher than Outside ; how- 
ever, the service is unusual, even in Anchorage, where 
the telephone girls are all on the verge of nervous 
breakdowns, according to the local paper. The pro- 
cedure of making a phone call is as follows: Instead of 
giving the number, one simply asks for Mr. Blank. The 
operator then phones his office, his house, the restau- 
rant where he usually eats lunch, and finally locates him 


sitting in the hotel lobby.” 





ka is complete without mention of that 
picturesque gold-mining town, where 
the glamour of the old days can still 
be found. Nome, furthermore, is in the 
front line of defense because it sticks 
out like a sore thumb within easy bomb- 
ing distance of Russia. The town is 
fortunate in having two electric light 
plants, one belonging to the Northern 
Light & Power Company and the 
other to the U.S. Smelting, so that if 
one is bombed, the other may escape. 
On the other hand, the oil storage tanks 
which fuel these plants are not only 
susceptible to bombing, but must be im- 
mediately destroyed upon the approach 
of an enemy. 


f  tparerags track runs 70 miles from 
Nome to the Kougarok, a gold- 
mining district, and anyone who has a 
Diesel car or a “‘pupmobile” can run it 
over the railroad, like a public high- 
way; but a dog team has the right of 
way over a Diesel car. The best “pup- 
mobile” in Nome is run by Duffy O’- 
Connor, who is also a member of the 
city council and a one-man party in 


favor of municipal ownership of util- 
ities, on which platform he was elected. 

I called on Duffy with the twofold 
purpose of interviewing him and ar- 
ranging for a ride in the “pupmobile.” 
I found him in the backyard repair- 
ing the machine; but to my great dis- 
appointment his Eskimo wife had taken 
the dogs away on a fishing trip. He did, 
however, deliver an oration on munic- 
ipal ownership, and showed me some 
correspondence he had had with Mr. 
Ickes on the subject. Duffy claimed the 
credit for having the rates in Nome re- 
duced from 25 cents per kilowatt hour 
to 15 cents; but when he introduced a 
measure into the city council for that 
body to purchase the Northern Light 
& Power Company, they immediately 
moved to adjourn. Another argument 
in favor of municipal ownership in 
Nome is that the telephone service 
ceases at midnight ; but the townspeople 
hope that the Army will do something 
about that. 


S PEAKING of government ownership, 
the Alaska Railroad is the biggest 
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argument against it that I have ever 
seen. Just why the United States 
government is unable to run a railroad 
efficiently, even after all the experience 
they had under McAdoo, is still a mys- 
tery. About the only thing that can be 
said in favor of the Alaska Railroad is 
that no one but the government would 
have built it, and without it the interior 
of Alaska would never have developed. 

The trains are supposed to run north 
from Seward to Fairbanks on Monday, 
Wednesday, and Friday, and south 
from Fairbanks to Seward on Tues- 
day, Thursday, and Saturday. Actual- 
ly, however, the trains run only when 
they feel like it, or sometimes when 
there is a boat connection to make. This 
trip, about 450 miles, takes two days, 
the passengers spending the night at 
Curry. Sometimes if there is a large 
party of tourists a special train will take 
them to Mt. McKinley park; but there 
is no way of finding out about these 
specials ahead of time, even from the 
station agents; and since the Mt. Mc- 
Kinley Park hotel is also run by the 
railroad, that company has no interest 
in getting the tourists out again, once 
they have arrived. I personally was 
stranded there for five days, at $9 per 
day, with nothing to do but gaze at a 
beautiful painting by the WPA Federal 
Art Project. (The Alaska Railroad has 
not yet discovered that a successful 
tourist hotel is supposed to entertain its 
guests as well as protect them from the 
weather. ) 

As the result of this delay, it took me 
exactly one week to make a railroad 
trip of 356 miles, which to date is my 
record in any country, including China 
in war time. I sent a telegram over the 
railroad telegraph changing my reser- 
vation at the Anchorage hotel; but 
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since I arrived at the hotel only twenty- 
four hours after sending the wire, the 
hotel had not yet received my telegram, 
and had no room for me. 


I N other countries where the railroads 

are successfully operated by the 
governments, the service is not only 
good but cheap. In Alaska, however, 
the high freight rates are one of the 
chief criticisms of the Alaska Railroad, 
and one of the causes of the high cost 
of living in the cities dependent upon 
it, for which Mr. Ickes is also held re- 
sponsible. 

During the warmer months, all but 
the heaviest freight could be brought 
into Fairbanks by truck over the 
Richardson highway at a considerable 
saving, if it were not for Mr. Ickes. In 
order to prevent competition with the 
Alaska Railroad, on March 25, 1935, 
Ickes placed a toll of $9.274 per ton 
on all truck freight moving over the 
Richardson highway, the tolls being 
collected at the government ferry at 
Big Delta. The truck drivers, however, 
laboring under the delusion that this 
was a free country and that monopolies 
in restraint of trade were illegal, last 
year disarmed the deputy marshal and 
held him prisoner while they appro- 
priated the ferry without payment of 
fees. When the highway opened again 
this spring, the Truckers Association 
established its own ferry across the 
Tanana river, in order to avoid pay- 
ment of the toll. 


T HE next move was up to Ickes. Ac- 
cording to the Alaska Weekly, 
under the headline “Wuo Sar It 
Coutpn’t Happen Here,” “Secre- 
tary of the Interior Harold L. Ickes, 
with the approval of President Roose- 
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gram, 
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velt, has ordered the erection of a 
barrier and check station at Shaw 
creek, 11 miles north of the Big Delta 
crossing, where there is a natural traf- 
fic bottleneck. There every northbound 


quotation from the Alaska Weekly, 
September 5, 1941.) The Department 
of Justice is now trying to settle the 
dispute legally by taking it to court and 
holding the tolls in escrow. 





lroads motor vehicle will be halted, and a re- Ickes may become the Dictator of 
y the ceipt must be shown certifying that re- Alaska, but he will have to trample 
t only quired tolls have-been paid at Big Del- upon the bodies of the Alaskans to 
vever, ; achieve that end. Alaska is our last 
»f the When the deputies arrived at Shaw frontier, and the old pioneer spirit is 
lroad, creek where the toll gate had been not yet dead. The “sourdoughs” have 
h cost built, they found that some one had _ built their country the hard way, and 
upon hitched a truck to the gate, pulled it they have not yet gone soft, but will 
Id re- from its fastenings, and destroyed it. fight to the last to save the Territory 
(This is not a movie scenario, but a from totalitarianism. 
Il but 
ought 
* the 
rable 
es. In 
h the 
1935, 
r ton 
r the 
being 
ry at ' 
ever, Role of Business Management 
- this 66 re the depression, the defense period, and the post- 
rolies defense period, we will never return to LAISSEZ-FAIRE, 
, last even in the modified form as defined in the twenties. Business 
| and management of the future will therefore operate in a world 
where, in addition to its own enterprise innovation, there will 
_— be a strong external force making for social innovations. This 
nt of will create business problems of adjustment and offer some 
gain opportunity for business ingenuity to express itself. However, 
ation it poses the even greater problem of the part which business 


management can and should play in the determination of social 


; the ; : ‘ ; : 
policy.... The businessman as innovator, assuming he wishes 


pay- to and can be an innovator, a participator in the development 
of a rapidly developing soctal and economic scheme, must con- 
sider the forces which, plainly speaking, tend to reduce him 


. Ac- to the status of administrator. .. . The broad generality which 

ekly, _ may partly supply the answer lies in the absolute necessity for 

i all sources of power in our social structure, business, govern- 
ment, and labor, to seek ways by which the ingenuities of all 

Cre- may be fruitfully utilized.” 

kes, —WILLAaRD THORP, 


Ose- Cotrustee, Associated Gas and Electric Corporation. 
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The Role of Transportation 
In National Defense 


In view of the record made by the railways in 
handling the great present growth of traffic, says 
the author, there is little reason to doubt they can 
keep pace with the demands made upon them “if” 
strikes and priorities do not interfere. 


By FRANK M. PATTERSON 


T the risk of being indicted for 
A banality it is well at the present 
time to record that General For- 
rest, the brilliant Confederate raider, 
attributed his success to his ability to 
“git thar fustest with the mostest 
men,” for that is still a most valuable 
prerequisite in war and in preparation 
for it. In the latter case it should be 
amended by the addition of ‘‘and sup- 
plies” at the end of his remark, which 
would include not only the finished im- 
plements but also the raw materials 
from which they are made. 

In the existing threat of war our se- 
curity depends in large measure upon 
the rapidity with which we can deliver 
munitions and other essential materials 
to the Atlantic and Pacific seaboards 
from what Major General Schley, 
former Chief of Engineers of the U. 
S. Army, so aptly termed “America’s 
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Citadel of Defense’”—the vast indus- 
trial and agricultural region between 
the Allegheny and Rocky mountains. 

In an article in Pusiic UTILitiEs 
ForTNIGHTLY of January 30, 1941, 
this writer commented adversely on his 
recommendation that $26,000,000 be 
spent to improve navigation on the 25- 
mile Calumet-Sag channel and canal 
from near Lake Calumet to a junction 
with the main drainage canal of the 
Sanitary District of Chicago, thereby 
providing better water transportation 
from the important industrial area at 
the foot of Lake Michigan from Lake 
Calumet easterly to Gary, Indiana, via 
the drainage canals and the Des 
Plaines, Illinois, and Mississippi 
rivers, past St. Louis to New Orleans. 
Prior to 1940 the Drainage District 
and the Federal government had spent 
a little more than $24,000,000 on the 
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Sag channel and canal for the dual pur- 
pose of sewage disposal and navigation. 


HERE is no need for the great costs 

proposed, since the area now is 
served by three important trunk lines 
to the East—the Pennsylvania, the 
New York Central, and the Baltimore 
& Ohio—while adequate belt lines con- 
nect it with another to New Orleans. If 
these did not exist, one connecting the 
region with all railways serving St. 
Louis and New Orleans could be built 
and equipped for not more than $200,- 
000 a mile, or a total cost of $5,000,- 
000. 

When General Schley recommended 
that the Calumet-Sag channel and canal 
be improved to permit greater capacity 
for traffic he probably had in mind that 
much freight would move from the 
foot of the lake to New Orleans for ex- 
port, but the existing shortage of ocean 
shipping has diverted the stream of 
goods for overseas to the Atlantic 
ports. 

Even if a large portion of the traffic 
from this region moved via New Or- 
leans, the improvement of the water- 
way would be sheer waste, involving 
as it does a further cost of more than 
$1,000,000 a mile for only the equiva- 
lent of a roadway, as compared with an 
average investment of about $108,000 
a mile of the Class I railways of the 
country for their roadways, equipment, 
and all other accessories for a complete 
transportation service for both freight 
and passengers and $28,000 a mile for 
the like facilities of the Delaware, 
Lackawanna & Western. 


I’ the waterway were further im- 
proved at the proposed wasteful 
cost, freight moving from that region 
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to New Orleans would require nine to 
ten days in transit as compared with 
second-morning delivery by rail when 
“time is of the essence,” owing not 
only to the slower speeds of water 
transportation but also to the greater 
distance by the water route, amounting 
to 1,400 miles as compared with 920 
miles by rail. 

In our belated but intensive efforts 
to supply munitions to the enemies of 
the Axis powers as well as to equip our 
own Army, transportation is of prime 
importance. Here we may well re- 
éxamine our experience in World War 
I, almost a quarter-century ago, when 
the ineptitude of government railway 
operation and the uncoordinated de- 
mands of governmental agencies 
caused a failure to achieve results pos- 
sible with the facilities at hand. Much 
of the trouble was caused by the use 
of freight cars as warehouses for ex- 
port goods owing to the lack of ocean 
shipping. It is true that “A rolling stone 
gathers no moss,” but it also is true— 
and more important—that a freight car 
gathers no ton-miles while standing on 
a siding under load. 

The ability of the railways to handle 
a sudden and great increase in traffic 
depends not only upon their available 
equipment but also upon intensified use 
of that equipment, in which it is essen- 
tial that there be full codperation be- 
tween the railways and the shippers or 
consignees of the freight; the former 
by providing rapid transportation, and 
the latter by the prompt loading or un- 
loading of the cars. The Association 
of American Railroads has estimated 
that the equivalent of 100,000 cars 
would be added if the average “turn- 
around” time—the time required for 
unloading and reloading if return 
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cargo is available—could be reduced 
by one day and that the equivalent of 
30,000 more would be added if the 
average loading per car were increased 
by one ton. 


HE appended data show the gain 
in freight-operating efficiency in 
the first two months of 1941 as com- 
pared with the like period in 1918. 
These data are interesting in show- 
ing a great increase of tonnage carried 
in the 1941 period as compared with 
that in 1918, with equipment markedly 
smaller in number than in that year. 
An analysis shows that the principal 
factors are the greater tractive power 
of the locomotives and the increased 
average speed of all freight trains in 
1941. In that year the average speed be- 
tween terminals was 16.7 miles per hour 
as compared with an average of 11.5 
miles in 1921, an increase of 45 per 
cent, while the gross ton miles per 
freight train hour mounted to 33,808 
as compared with 16,555 in 1921, for 
a gain of 104.2 per cent. 
According to the report of the In- 
terstate Commerce Commission on 
railway statistics, the freight locomo- 


& 


tives in 1939 had an average tractive 
power of 58,222 pounds and for all 
types of service the average was 50,395 
pounds. In its report for 1918 the trac. 
tive power for freight locomotives was 
not shown separately, but for all types 
the average was 35,789, indicating 
much more powerful locomotives for 
freight in 1939. 

In that year 2,868 of the freight 
locomotives were equipped with 
“boosters” having an average tractive 
power of 11,553 pounds. These are 
auxiliary engines to drive the trailing 
wheels of the locomotive in starting 
heavy trains or at slow speeds to assist 
in carrying them over heavy grades and 
their tractive power is not included in 
that for the locomotive. 

It must be borne in mind that the 
data shown are based on the perform- 
ance of all lines operated, including un- 
productive branches and main lines 
with light traffic, on which both the 
average speeds and tons per train are 
much below those for the trunk lines 
where the tons of freight per train 
often are as high as 4,500 to 5,000 
tons and the train miles per hour may 
be 30 or more. 


COMPARATIVE FREIGHT OPERATING DATA 
First Two Montus oF YEAR 


1918 
56,073,000,000 


Net tons carried one mile! 
Locomotives : 

Number in service 

Average miles per day 
Freight cars on line 
Average tons per loaded car 
Average tons. per train 
Net ton-miles : 

Per locomotive 

Per car 


Per Cent 
Increase or 
Decrease, 1941 


+25.3% 


1941 
70,252,000,000 


22,693 
74.9 
1,863,141 
37.1 

846 


3,207,600 
37,710 


1 Includes revenue data and nonrevenue freight. 
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TIME IN TRANSIT AND AVERAGE FREIGHT TRAIN SPEEDS! 
Miles 
Per Hour 
17 


From 
Chicago 
Chicago 
Chicago 
Chicago 
Denver 


ty) 
Pacific coast 
New York 
‘Kansas City 
New Orleans 
Chicago 


Miles 


Time in 
Transit 
132 hours 
39 hours 
12 hours 
36 hours 
30 hours 


1 Figures are approximate and cover data where the time in transit is shown/as first 
or other morning delivery for freight leaving the shipping point in the evening. Thus 
next-morning delivery is taken as 12 hours, second-morning delivery as 36 hours, 
and sixth-morning delivery, as to the Pacific coast, as five and one-half days, or 132 


hours. 


€ 


fas? operation of freight trains is of 
importance in assuring rapid de- 
livery of essential raw materials and 
finished products and is also equivalent 
to an increase in the cars needed for 
their carriage under slower schedules. 
In 1940 the railways between Chicago 
and Pacific coast ports reduced their 
time of delivery from Chicago from 
seventh morning to sixth morning, 
equivalent to adding 14 per cent to the 


number of cars needed for that service 


under the slower speeds. 

Ralph Budd, president of the Chi- 
cago, Burlington & Quincy Railroad, 
formerly chief engineer of the Great 
Northern and now head of the trans- 
portation division for national defense, 
cites a striking illustration of the value 
of enhanced speed of trains hauling ore 
from the iron mines in upper Michigan 
to the docks on Lake Superior. In 1929 
the average time for the round trip of 
a train of 13,353 tons from the mines 
to the lake and back to the mines was 
twelve hours and four minutes. In 1939 
the average time for a round trip from 
the mines with a train of 16,375 tons 
was ten hours and sixteen minutes, 
which shows a gain of 22.6 per cent in 
tonnage with a saving of 15 per cent 
in time. 


feos J. Hill, that genius of railway 
economics, once asserted that “a 
railway buys train miles and sells ton 
miles,” which was a graphic way of 
saying that the cost of operating 
freight trains is based on the weight 
of the goods carried, plus the dead 
weight of the cars containing it and 
the train hours consumed in its car- 
riage, while the revenue depends only 
on the weight of the lading and the 
distance it is hauled. 

In accord with that principle he lo- 
cated the line of his Great Northern 
from St. Paul to the Pacific coast with 
the lightest gradients possible with the 
funds available. Where the costs were 
prohibitive at the time, locations with 
heavy grades were not adopted until 
surveys showed that easier grades were 
not possible at reasonable cost when 
increased traffic might make them de- 
sirable. 

It is interesting to note that the great 
tunnel through the Cascade range, com- 
pleted some twelve years ago, was the 
second relocation at that barrier, each 
of which had been provided for in the 
original surveys when the growth of 
traffic should warrant the cost. 

The first large-scale grade reduc- 
tions on existing lines were made by 
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ICC Railway Statistical Report 


66 a to the report of the Interstate Commerce Commission 

on railway statistics, the freight locomotives in 1939 had an 

average tractive power of 58,222 pounds and for all types of service the 

average was 50,395 pounds. In its report for 1918 the tractive power 

for freight locomotives was not shown separately, but for all types the 

average was 35,789, indicating much more powerful locomotives for 
freight in 1939.” 





the Chicago, Burlington & Quincy and 
the Chicago & North Western in the 
late 1890’s when they reduced the 
grades of their trunk lines across the 
rolling prairies of Iowa. There the 
streams, both large and small, flow 
southerly at depths ranging from 100 
feet or more below the levels of the 
intervening terrain while the course of 
the railways was westerly, “hitting the 
drainage crossways,” in the cant term 
of locating engineers. These grade re- 
ductions, with the advent of more pow- 
erful locomotives and the air brake at 
about the same time, set the pace for 
other railways and greatly improved 
their efficiency. Perhaps the most spec- 
tacular program of improvements was 
that of Harriman on the Union Pacific, 
which transformed an apparently hope- 
less, bankrupt collection of junk into 
one of the most efficient railways of 
the country. 


A Mr. Hill so well expressed it, any 
reduction in the dead weight of 
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the cars will add just that much to the 
permissible weight of the lading when it 
reaches the allowable load limit. Prog- 
ress is being made in that direction by 
the use of alloy steel for the car bodies 
and thus far the greatest advance has 
been made in gondola cars for the haul- 
ing of coal, ores, and other heavy com- 
modities for which they are suitable. 

In 1929 the typical car of this kind 
had a dead weight of about 40,000 
pounds, a rated capacity of 100,000 
pounds, and a load limit of 120,000 
pounds. Where the allowable gross ton- 
nage of a train was 4,800 tons, the 
“pay load” of a train made up of 60 of 
these cars loaded to their permissible 
limit was 3,600 tons with 60 tons of 
lading per car. 


N the past few years a railway with 
traffic consisting largely of iron ore 
from Lake Erie ports to the Pittsburgh 
area, and with return cargoes of coal 
for the upper Michigan iron ore mines, 
purchased 3,000 gondolas with rated 
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capacities of 180,000 pounds, an aver- 
age load limit of 202,367 pounds, and 
an average weight of 48,633 pounds or 
a total weight of 125.5 tons per car 
when loaded to the permissible limit. 
For a train with a rating of 4,800 
gross tons that figure would be reached 
with 38 of these cars carrying a total 
pay load of 3,844 tons, with the addi- 
tional advantage of having fewer cars 
to maintain and shorter trains to haul. 


bien heavy locomotives and loaded 
cars of the present, together with 
greatly increased speeds of the trains 
require rail of more strength than in 
the past. Ten years ago only 76 per cent 
of the rail rolled in the United States 
was of sections weighing 100 pounds 
or more to the yard. In 1939, 90 per 
cent of the output weighed 100 pounds 
or more to the yard and 39 per cent was 
of sections of 120 pounds or more. The 
Pennsylvania and the Bessemer & Lake 
Erie are now using rail weighing 152 
pounds per yard on their heavy traffic 
lines. 

In 1919 a comparatively small per- 
centage of the rail in main tracks 
weighed as much as 100 pounds to the 
yard; in 1939, 43 per cent of the main 
track mileage had sections of 100 
pounds or more and 10 per cent had 
sections of 130 pounds or more. 

Damage to rail under traffic in- 
creases as the square of the weight and 
speed, either by the battering of the 
joints or wear on the “gauge” side of 
the outer rail on curves. Battered joints 
are built up in place by welding either 
by the acetylene or electric process, the 
latter by current from easily portable 
generator sets. 

A more radical method of dealing 
with joints is to weld the ends of the 


rails together and thus reduce the num- 
ber per mile. Experiments in various 
parts of the country seem to demon- 
strate that this is feasible and the 
Bessemer & Lake Erie has one test 
section under observation where the 
welded length is one mile, thus re- 
ducing the number of joints from 270 
to 2 in that distance. 


We rail is replaced on main 
tracks, either with heavier sec- 
tions or because of wear, the released 
rails are used to replace those of lighter 
sections on the main tracks of less im- 
portant lines or in busy switching yards 
and the process is carried downward 
to minor branches until the end product 
is scrap which suddenly has reached a 
prominent position in the preparation 
for national defense. 

From 1929 to 1939, both inclusive, 
22,377 miles of minor lines, mostly 
branches, had been abandoned, an aver- 
age of 1,177 miles annually. Originally 
of value in handling traffic to or from 
the more important lines, their eco- 
nomic status was reversed from that 
of “feeders” to “bleeders” as trucks 
operating over improved highways de- 
prived them of much freight except 
for the small percentage of heavy com- 
modities which it was impossible or 
inconvenient to haul over the high- 
ways. 

It is reported that the railways have 
applications pending with the Inter- 
state Commerce Commission for per- 
mission to abandon 1,000 miles of un- 
important branches. Assuming that the 
average weight of rail on their main 
tracks is 60 pounds to the yard—a 
moderate enough estimate—the rail 
thus released would yield 94,000 long 
tons of scrap, while that from the side 
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tracks, plus the fastenings for all 
tracks, would bring the total to approx- 
imately 100,000 long tons. 


I* view of the record made by the 
railways in handling the great 
growth of traffic this year there seems 
little reason to doubt that they can keep 
pace with the demands upon them, but 
this is contingent on two “ifs”: “If” 
the manufacturers with whom they 
have orders for cars are not hampered 


and coal for the industries making 
arms and other essential products are 
not allowed to interfere with the out- 
put of the freight cars on order. 
Bombers and other types of air- 
planes are flown from California to 
England and tanks may go from the 
factories in the Middle West to the 
Atlantic seaboard or to the various 
training camps under their own power, 
but you can’t equip armor plate or 
shipments of guns with motors and a 


by unjustifiable strikes and “if” the 
priorities for materials such as steel 


pair of wings and succeed in getting 
them anywhere by that procedure. 





The Need for Two-way Concessions between 
Government and Industry 


vag | MERELY want to suggest ... that the big outfits, such 
as the Aluminum Company of America, want the 
Federal government and public bodies to build great power 
plants to produce power at the cheapest possible price and 
deliver it to them at a price far below anything that could 
be achieved generally in the ordinary practice of the electri- 
cal world, to afford them possibility of making all the money 
they can out of the operation of the cheapest power rate in 
the world; but in turn they do not want to make any con- 
cessions in the matter of patent control to the government 
that is doing so much for them. That is the astounding thing 
about this business. These fellows ... expect the govern- 
ment to make concessions to them, such as in the Northwest, 
where they demand cheap power for national defense—tt ts 
in the sacred and holy name of national defense—but if the 
shoe is on the other foot, and the government wanted con- 
cessions in the way of a modification of their patent de- 
mands and patent tariffs, probably we would be met by the 
argument that it was not a very nice and proper thing to do 
in a business way.” 
—Homer T. Bong, 
U. S. Senator from Washington. 
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Who Is the Labor Boss in the 
Publicly Owned Utilities? 


It is difficult to see, declares the author, how two 

such autocrats as the labor leader and the civil serv- 

ice commissioner can reconcile their differences in 

respect to employment—who then will have the 
say? 


By ALFRED M. COOPER 


RECENT report of the executive 
committee of the Civil Service 
Reform Association of the city 

of New York states in part: ‘“Mis- 
guided and selfish leaders of employee 
organizations, aided and abetted by 
politicians who presume to use the 
cloak of trade unionism to foster their 
political ambition, would have the pub- 
lic and the employees believe that there 
is no distinction between public and 
private employment. There is, of 
course, a real difference.” 

The above statement was issued in 
connection with the controversy be- 
tween the La Guardia administration 
and the Transport Workers Union, 
CIO, concerning the unionization of 
32,000 former employees of the IRT 


and B-MT who have been blanketed in- 
to civil service as employees of the city 
of New York. 

In the past eight years two classes 
of American workers have received 
especial recognition and indications of 
preferment at the hands of our Federal 
government. Civil service employees 
constitute one of these favored classes, 
and the members and leadership of 
labor unions make up the other group. 

During the worst of the recurrent 
depressions and recessions of the 
1930’s, no civil service employee of a 
publicly owned utility ever worried 
about his job or pay check. These were 
secure. Combined with his years of ex- 
emption from income tax payment, 
and, more recently, from enforced mili- 
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tary service, this security of position 
tended to place the public ownership 
employee in a class apart from workers 
employed in private industry. 

On the other hand, even the most 
radical manifestations of enforced col- 
lective bargaining have received, since 
1933, the approval of our Federal ad- 
ministration. 

Now, for the first time, we find the 
principles of civil service and those of 
trade unionism in direct opposition. 


Regen o Coolidge, in 1919, as gov- 
ernor of the state of Massachu- 
setts, issued the dictum that no public 
servant possesses the right to strike 
against his employers, the people of the 
commonwealth. His statement was oc- 
casioned by a threatened strike of peace 
officers which, in connection with the 
general strike then in effect in that city, 
would have resulted in a lawless reign 
of terror. 

Yet, coincidentally with the Boston 
general strike of 1919, there occurred 
the Seattle general strike, in which the 
northwestern metropolis was complete- 
ly paralyzed by a shutdown of nearly 
all business and industry. And in this 
strike, among the first workers to walk 
out were the organized civil service 
employees of the city light department 
of Seattle. Since that year, the union 
employees of any publicly owned utili- 
ty have reserved the right to strike, and 
have struck, or threatened walkouts, on 
numerous occasions. 

It would appear, therefore, to have 
been established (at least by precedent) 
that a distinction exists between the 
rights of the guardians of public safety 
(police and fire departments ) to strike, 
and the rights of other civil service em- 
ployees to leave their jobs in protest. 
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And, since the workers of so many pub- 
licly owned utilities throughout the 
country are now organized, it is dif- 
ficult to see how the Civil Service Re- 
form Association of New York city 
can succeed in its efforts to abolish 
unionism among the employees of a 
particular group of public utility em- 
ployees. 


HIS instance of friction between a 

civil service reform association 
and organized labor would not be im- 
portant were it not for the fact thai it 
represents the first public evidence of 
discord between those in control of civil 
service administration and those in con- 
trol of union labor. This antagonism 
has been developing for several years. 
In the period immediately following the 
present national emergency, if not be- 
fore, such clashes will become increas- 
ingly common. 

Civil service commissions are em- 
powered by law to set salaries, deter- 
mine hours of labor, and to supervise 
generally the conditions under which 
the employees of a political subdivision 
shall work. But these perquisites also 
are claimed by the leaders of organized 
labor, and when unionism is in the 
saddle, as at present, these claims are 
made in a loud, clear voice that irri- 
tates the sensitive ear of the civil serv- 
ice commissioner. 

When only distribution and certain 
shop employees were organized, it was 
possible for the commissioners and the 
labor leaders to work out agreements 
satisfactory to all concerned. Then, 
however, labor leaders were of a much 
milder, and less dictatorial, tempera- 
ment than those who, with full govern- 
mental approval, now seek to organize 
solidly the entire personnel of the pub- 
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WHO IS THE LABOR BOSS IN THE PUBLICLY OWNED UTILITIES? 


licly owned utility, and, indeed, of 
every other body of governmental em- 
ployees. 

There is little question but that this 
division of authority will result in 
greatly increased friction before the 
matter is settled. Neither the civil serv- 
ice commissions nor the labor leaders 
of today are accustomed to making con- 
cessions in their demands for jurisdic- 
tion. 


Bi Bee strength of organized labor, 
under our existing political ideol- 
ogy, is unquestioned. What the labor 
leaders, and the general public, do not 
appreciate, however, are the traditional 
autocratic powers of the civil service 
commission. In all matters pertaining 
to the employee’s pay, conditions of 
servitude, and the question of a man’s 
retention of his job, the commission al- 
ways has been supreme. No public own- 
ership management can do more than 
make polite suggestions in such mat- 
ters. It remains for the labor leaders, 
unaccustomed to restraining influences 
of any sort, to rush in roughshod 
where management, from experience, 
has learned to tread softly. 

When it is understood that nearly 
every employee of a publicly owned 
utility is a civil service employee, and 
receives, not only his original appoint- 
ment, but all promotions and wage in- 


creases only with the approval and con- 
sent of the civil service commission, it 
may be appreciated to what extent the 
power of this commission is felt in the 
everyday life of the employee. When 
it is further understood that this com- 
mission, by abolishing a given rating, 
can thereby also abolish the job of any 
executive in the publicly owned utility, 
the reason for this executive’s respect- 
ful attitude toward the commission 
becomes apparent. 


| ap this picture of supreme author- 
ity, then, steps the union leader 
with a dictum that, henceforth, he will 
decide on questions of rates of pay, et 
cetera, and that he also will determine 
whether or not any employee should be 
retained or detached from the payroll. 
Leaving the management of the pub- 
licly owned utility out of the question 
entirely, it is yet difficult to see how two 
such autocrats as the labor leader and 
the civil service commissioner can rec- 
oncile such basic differences of opinion 
as must inevitably arise between them. 

The first defensive move of the 
commission takes the form of a flat 
statement that the employee cf a po- 
litical subdivision has not the right to 
indulge in collective bargaining, nor to 
strike against his employers, the citi- 
zens of that commonwealth. This 
sounds good, and would win the battle 


& 


salaries, determine hours of labor, and to supervise generally 


q “CIVIL service commissions are empowered by law to set 


the conditions under which the employees of a political sub- 
division shall work. But these perquisites also are claimed 
by the leaders of organized labor, and when unionism is in 
the saddle, as at present, these claims are made in a loud, 
clear voice that irritates the sensitive ear of the civil service 


commissioner.” 
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in the first round, if the commissioners 
could make it stick. But, as I have in- 
dicated, the history of strikes among 
employees of publicly owned utilities 
would appear to militate against any 
success in putting this no-strike credo 
over, except as it applies to guardians 
of public safety. 

The fact that such a dictum has been 
issued, however, is an excellent indica- 
tion of the state of mind of the civil 
service commissions. Better than any- 
one else these officials know that their 
authority over municipal employees 
ends on the day that every shop, field, 
power house, and office worker signs 
up with the Transport Workers Union, 
CIO. 


i” a very real sense, the civil service 
commission is actually the employer 
of all municipal employees. Only in the 
somewhat theoretical sense that this 
commission represents the citizens of 
the community can these employees be 
said to be working for the taxpayer. 
Therefore, a strike called among mu- 
nicipal employees is, in reality, a strike 
against the civil service commission. 
Even the management of a publicly 
owned utility would be but indirectly 
concerned, or consulted, in the calling 
of such a strike. 

Any ultimatum concerning increases 
of pay or improved working conditions 
delivered to the management of a pub- 
licly owned utility by the labor leaders 
would at once, and, of necessity, be re- 
ferred for action to the civil service 
commission affected. The decision of 
this committee, in considering such de- 
mands, is binding on management, and 
may well result in a strike which man- 
agement is powerless to avert. 

Since, then, the real employers of 
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civil service employees are the members 
of the civil service commission, the 
edict of such a commission that these 
employees have not the right to strike 
really refers to the commission, rather 
than to the taxpayer, as the injured 
party. It is difficult to understand why 
an appointed city official, or group of 
such officials, acting as employers of 
labor, should be given rights under the 
law which are not shared by the man- 
agement of a privately owned utility. 
The assumption in such a prohibition 
is that the members of a civil service 
commission, through the simple act of 
appointment, are endowed with special 
qualities of fair-mindedness, discern- 
ing judgment, and disinterestedness 
superior to those possessed by the man- 
agement of a privately owned corpora- 
tion. To one who has had years of 
close contact with civil service commis- 
sions and with the management of pri- 
vately owned utilities, there is apparent 
no foundation for such a supposition. 


iigeed civil service commissions are 

made up, for the most part, of 
civic-minded ladies and gentlemen who 
serve with little or no pay, and who 
therefore demonstrably have only the 
best interests of the community at 
heart. The members are appointed by 
the mayor, and these appointments are 
ratified by the city council. 

Only in exceptional instances has it 
occurred that civil service commission- 
ers have proved other than honest in 
the discharge of their responsibilities. 
Conditions such as those which led, in 
1938, to the indictment of certain 
members of the civil service commis- 
sion of the city of Los Angeles for mal- 
feasance in office fortunately are rare. 
When such instances occur, the mem- 
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WHO IS THE LABOR BOSS IN THE PUBLICLY OWNED UTILITIES? 





Civil Service Commission versus Labor Union 


“_.. civil service and the labor union are both working for job security 

for the individual worker. It is also true that both the commission and 

the labor leader are striving with each other for control in such matters 

as the establishment of wage rates, working hours, and other problems 

of personnel management. As matters stand now, this is purely a private 

fight for prestige between two powerfully sponsored agencies, each of 
which has strong governmental backing.” 





bers have been overcome by tempta- 
tion to exercise unjustly, and for 
private gain, their authority to hire or 
promote civil service employees. 

But in any case, the members of a 
civil service commission owe their ap- 
pointment to the particular administra- 
tion in power in a city at a given time. 
It is reasonable to suppose that this 
commission will be guided in its actions 
by the expressed desires of the admin- 
istration. To this extent a civil service 
commission will be just as ethical in its 
rulings as the existing city administra- 
tion will permit. 


asserting that municipal employees 
have no right to strike against the 
public, as represented by the civil serv- 
ice commission, these commissions 
are assuming a special privilege which 
they would be the last to grant to oth- 
ers. There is no more justification for 
abrogating the right of an employee to 


strike against a city commission than 
for refusing him the right to collective 
bargaining with the management of a 
private corporation. There is no evi- 
dence that the average personnel of a 
city civil service commission is inher- 
ently superior in wisdom or humanity 
tu the average managerial staff of a 
privately owned utility corporation. 
Certainly, a strike among employees 
of a publicly owned electric utility 
which results in a complete blackout of 
a city cannot affect more adversely the 
activity within that city than if the 
same strike occurred in a privately 
owned electric company. The effect of 
such a strike is the same, in incon- 
venience, and even in physical suffering 
experienced by the citizen, whether the 
striker works for the city or for a pri- 
vately owned power company. If the 
civil service commission can establish 
the principle that employees of publicly 
owned utilities have no right to strike, 
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then the same principle must be ap- 
plied in the case of the right of the 
employee of the privately owned utility 
to strike. 

When such a strike results in a com- 
plete power shutdown, with attendant 
increases of crime, disease, and loss of 
citizen morale, then, whether the sys- 
tem is publicly or privately owned, such 
a work stoppage should be punishable 
by the infliction of the severest possible 
penalties on those who are responsible 
for it. 


N present, however, the problem is 

much simpler than that, and it 
may be some time before it develops 
far-reaching implications. Just now it 
embraces merely the question of per- 
sonnel jurisdiction between the city 
civil service commission and the lead- 
ership of local organized labor. As 
someone has pointed out, civil service 


and the labor union are both working 
for job security for the individual 


worker. It is also true that both the 
commission and the labor leader are 
striving with each other for control in 
such matters as the establishment of 
wage rates, working hours, and other 
problems of personnel management. 
As matters stand now, this is purely a 
private fight for prestige between two 


powerfully sponsored agencies, each of 
which has strong governmental back- 
ing. 

So far as the management of the 
privately owned utility is concerned, 
the spectacle of such a fracas between 
the representatives of two of our most 
privileged classes—civil service and or- 
ganized labor—must afford a certain 
grim amusement. Eventually, however, 
this situation, as I have indicated, may 
result in good, not only for private 
ownership management, but for public 
ownership, organized labor, and the 
average citizen as well. 


I out of this controversy, the right 

of the citizen to receive uninterrupt- 
ed utility service forever, regardless of 
differences of opinion occurring among 
commissions, management, and labor, 
should be established by law, a long 
step will have been taken toward the 
protection of this perpetual innocent 
bystander. And until this principle has 
been established, and the interests of 
the common citizen have been thus 
safeguarded, there will never be any 
solution of the labor problem that will 
outlive the particular set of circum- 
stances which gives either management 
or labor momentary advantage over the 
other. 





Priorities Direct Traffic 


66 priority control ... is simply a means of averting chaos. It ts a 
means of putting first things first; a traffic cop, so to speak, with 
the job of directing traffic in critical materials in such a way that the 
land where the national need for them is greatest. It isn’t an easy jo 
or a pleasant one—nobedy ever loves a traffic cop, and I personally have 
e 


a more acute sympathy today for the man in t 


blue uniform than I 


ever expected to have in my life. But it is a vitally necessary job.” 


—Dona tp M. NELSon 


Executive director, Supply Priorities 
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and Allocations Board, . 
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Wire and Wireless 
Communication 


HE Office of Production Manage- 

ment, division of priorities, on No- 
vember 11th adopted a number of minor 
amendments to Preference Rating Order 
P-22. This order covers repair, main- 
tenance, and operating supplies for a 
number of industries, including tele- 
phone and telegraph companies. One 
amendment which should ease operating 
problems for the telephone companies 
abolishes an old restriction against the 
replacement of worn-out equipment with 
improved equipment. The OPM ex- 
plained that it had been found impossible 
(and in many cases undesirable) to re-, 
quire replacement of worn-out units with 
equipment exactly like the old. 

In fact, the former procedure had the 
effect of freezing industries to the use of 
antiquated equipment. Sometimes it 
was impossible for the operator to obtain 
any replacement equipment at all because 
replacement units similar to those worn 
out were not available. The revised 
Order P-22 still prohibits the use of the 
preference rating (A-10) for (1) re- 
placement of equipment not beyond re- 
pair; (2) additions to or expansion of 
industrial property or equipment; (3) 
installation of equipment not previously 
carried on the operator’s books as “‘main- 
tenance, repairs, or operating supplies.” 

Incidentally, the OPM power division, 
under J. A. Krug, is still handling 
telephone priority applications. This, 
despite continued predictions that a plan 
would soon be announced for clearing 
telephone priority matters through a 
“liaison committee” of the Defense Com- 


munications Board (dominated by the 
Federal Communications Commission). 

With the advent of the new SPAB 
allocations program to replace the present 
priority rating system (see page 765), 
it was regarded as likely that a special 
communications branch would be set up 
within the framework of OPM. This 
arrangement would lend itself to codp- 
eration with any priority advisory com- 
mittee which the DCB might set up. E. 
W. Morehouse, OPM utility consultant, 
who has been interested in the telephone 
priorities, was scheduled to return to his 
post with the Associated Gas and Electric 
trustees after November 17th. 


*x* * * X* 


7 government on November 13th 
appealed to the Independent Fed- 


eration of Long Distance Telephone 
Workers to postpone for one week a 
strike set for November 15th and to re- 
sume negotiations for settlement of its 
wage dispute with the American Tele- 


phone and Telegraph Company. Inde- 
pendent observers were confident that 
the delay was the forerunner of an agree- 
ment to hold off the strike indefinitely, 
either by renewed negotiations between 
the parties or by certification of the dis- 
pute to the National Defense Mediation 
Board. 

The appeal, telegraphed to John J. 
Moran, president of the union, was made 
by Dr. John R. Steelman, director of the 
United States Conciliation Service. 

Henry Mayer, attorney for the union, 
composed entirely of employees of the 
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company, said members of the union’s 
21-man council would be polled by tele- 
graph on Steelman’s proposal. The 
strike would affect the AT&T system in 
42 states. 

“T strongly urge you and other author- 
ized officials to postpone strike action and 
let your committee together with the 
(union’s) national council convene in 
New York city on Friday, November 
21st, for further negotiation,” Dr. Steel- 
man’s telegram said. “Please wire re- 
ply.” Mayer said a reply to Dr. Steel- 
man probably would be made. The 
union’s membership, which Moran placed 
at 15,000, including 5,500 women, is 
composed of AT&T workers. In addi- 
tion, Moran said representatives of 
55,000 members of nine other unions en- 
gaged in similar work had informed him 
they would refuse to be drafted into long- 
lines work if the strike is effective. 

Union leaders asked that the contro- 
versy be certified to the National De- 
fense Mediation Board and said they 
would accept, in advance, any decision 
made by the board. 


prs Breed, information super- 
visor of the AT&T Long Lines De- 
partment, said the company would leave 
it to the Conciliation Service to decide 
whether the dispute should be referred 
to the Mediation Board. He contended 
that both the company and the union had 
agreed last October to leave publication 
of all statements in the matter to the 
Conciliation Service and that the union 
had violated this agreement. The com- 
pany will continue to adhere to it, he 
said. 

The long-distance workers, whose 
membership is scattered throughout the 
42 states and who have no competing 
union, handle not only the long-distance 
telephone system crisscrossing those 
states but the important defense com- 
munications systems of the Army, Navy, 
Civil Aeronautics Board, foreign and 
ship-to-shore phone service. Included in 
the personnel are switchboard operators, 
commercial office employees, traffic, 
plant department, and outside workers. 

The decision to carry out the strike 
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which was voted November 3rd was an- 
nounced by Moran last month after 
union representatives, government con- 
ciliators, and representatives of the 
American Telephone and Telegraph 
Company failed to reach an agreement 
on the union demands for a 4 per cent 
wage increase and a narrowing of geo- 
graphic pay differentials. 

Moran said he had notified the Army, 
Navy, Civil Aeronautics Board, the 
Columbia Broadcasting System, Nation- 
al Broadcasting Company, and Mutual 
Broadcasting System that the union de- 
sired to provide enough service to main- 
tain telephone and telegraph wires for 
defense purposes. 

In the case of NBC, Moran said, the 
company offered no schedule breakdown 
to show which programs were earmarked 
for defense purposes and consequently, 
he said, the union expected to carry out 
its threatened tie-up of the long lines 
which carry programs from city to city. 

Both NBC and CBS officers notified 
the union that a strike would constitute 
a national calamity, and asserted that 
broadcasting nationally was essential to 
defense because of its contribution to 
unity and civilian and military morale. 

Mayer said transmission of news and 
newsphotos by wire would not be affected 
by the walkout. 


* * * * 


JURISDICTIONAL dispute between 
A two unions which during the last 
twenty months has brought no good to 
either party but has deprived 678 Bronx 
families of telephone service and cost the 
New York Telephone Company thou- 
sands of dollars in lost revenues appeared 
recently to be approaching its end from 
natural causes. 

The dispute, between the United 
Telephone Organizations and Local 3 
of the International Brotherhood of 
Electrical Workers, of which Harry Van 
Arsdale, Jr., is business manager, con- 
cerned the right to install telephone wires 
in the Parkchester housing development 
in the East Bronx. Local 3 claimed ,ex- 
clusive jurisdiction until all fifty-eight 
buildings were finished ; the United Tjele- 
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WIRE AND WIRELESS COMMUNICATION 


phone Organizations claimed the right to 
work in any individual building as soon 
as it was finished. 

Those tenants who were fortunate 
enough to order their telephones before 
their own buildings were finished had the 
wiring done by Local 3, and the tele- 
phones were installed. But those who 
came too late were faced with an im- 
passe. The United Telephone Organiza- 
tions refused to install the instruments 
if the wiring was done by Local 3, and 
Local 3 threatened a general construc- 
tion strike on the unfinished sections of 
the project if the telephone workers did 
any wiring. 

The Metropolitan Life Insurance 
Company, owner of the project, bowed 
to Local 3’s strike threat, and 678 fami- 
lies who ordered telephones were unable 
to get them. The situation was created 
in March, 1940, when the first buildings 
were opened, and nothing has happened 
since then to improve it. Now all the 
apartments are finished, and Parkchester 
hopes that within a month or two Local 
3 will have finished its work on the 
project, which consisted only of renovat- 
ing some stores. When Local 3 goes the 
telephone workers will move in. 


I‘ the intervening twenty months two 
ineffective steps were taken to remedy 
The state public service 
commission held an open hearing in 
January and concluded that the matter 


the situation. 


should be taken to the courts. A tenant 
and the telephone company brought suit 
in supreme court in February, various 
motions were made and denied, and the 
insurance company appealed to the appel- 
late division in May. No decision has 
been rendered. 

Local 3 is an affiliate of the American 
Federation of Labor and the United 
Telephone Organizations is an independ- 
ent union. Local 3 was recently involved 
in a similar jurisdictional dispute with a 
union of the Consolidated Edison. 


* * * * 


| ie Los Angeles, California, the Tele- 
phone Traffic Employees’ League, 
which was preparing to vote on a phone 


operators’ strike proposal against the 
Southern California Telephone Com- 
pany, filed an unfair labor practice com- 
plaint against the company with the Na- 
tional Labor Relations Board last month. 

The complaint asserted that the com- 
pany was not bargaining with the league 
in good faith, that it was discriminating 
against employees who belong to the 
league, and was promoting the Pioneers 
of America, an organization of oldtimers 
in its employ, to the disadvantage of 
league members. 

League General Chairman Pansy M. 
Harris and Vice Chairman Eva H. 
Keith presented the complaint to Region- 
al Director William R. Walsh of the 
board and Walsh began an inquiry. Miss 
Harris said that ballots for the strike 
vote would be sent out to the league’s 
members among the 4,000 telephone 
operators in southern California. 

League and company officials are in 
disagreement as to wage increases for ex- 
perienced operators, the league asking 5 
cents an hour increase and the company 
offering 2} cents. 


* * * * 


ye United Telephone Organiza- 
tions Workers ratified a contract 
with the New York Telephone Company 
last month involving wage increases and 
differentials and working conditions. 
Under the agreement approximately 
11,000 workers will receive increases in 
pay totaling $1,300,000 which, together 
with adjustments made earlier this year 
amounting to $1,500,000, average from 
8 per cent to 12 per cent. 


*x* * * x 


Ws is being speeded by the Office 
of Price Administration on prepa- 
ration of a price schedule establishing 
ceiling prices on copper wire and cable, 
Leon Henderson, administrator, stated 
on November 14th. 

A meeting with a group of representa- 
tives from more than thirty companies 
in the industry was held at Washington, 
D. C., on November 13th, and in addition 
individual conferences have been held 
with a long list of companies in order to 
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gather information on price movements 
and related data. As a result of these 
meetings a large amount of detailed in- 
formation on industry price problems has 
been available to OPA. 

Price movements in the copper wire 
and cable field have been irregular dur- 
ing the past year with some products 
moving up as much as 40 per cent while 
others have held virtually constant. It 
was expected that the price schedule 
would take account of these varying 
trends with some quotations being re- 
duced substantially below present levels. 
The industry has been asked not to 
charge prices higher than those prevailing 
October 15th, in a letter sent to the in- 
dustry on October 29th. 


* * * * 


HE unprecedented increase in long- 

distance telephone conversations as 
a result of the arms program has im- 
pelled the New York Telephone Com- 
pany, major operating unit in the nation- 
wide Bell system, to ask its employees to 
use the mails whenever time permits this 
method of communication and to make 


essential calls only at the off-peak 
periods, it was learned last month. 
Other associate companies of the Bell 
system were understood to have asked 
their employees informally to confine 
their use of long-distance service to only 


essential matters. Walter S. Gifford, 
president of American Telephone and 
Telegraph Company, parent company, 
told stockholders several weeks ago that 
in the first nine months of this year toll 
messages had increased 16 per cent over 
the 1940 period and that the increase in 
longer-haul calls was even larger. 

Since the outbreak of the war in Sep- 
tember, 1939, the number of telephones 
in the Bell system has increased from 
16,200,000 to 18,609,400 on October 31st 
last. Two years ago the average number 
of daily telephone calls was about 
72,000,000, but currently the figure is 
well in excess of 81,000,000. Telephone 
Review, company publication for em- 
ployees of the New York Telephone 
Company, said: 


These increases are enormous. There has 
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never been anything like them before. The 
increase in the demand for toll service, con- 
sidered separately, is even more spectacular, 

The number of toll and long-distance calls 
for the first six months of 1941 was about 
14.5 tad cent greater than for the corre- 
sponding period of last year, and the in- 
crease in the number of longer-haul calls 
was about 27 per cent. Comparing the first 
six months of 1939, we find an increase of 
22 per cent in all toll calls and an increase 
of 41 per cent in the longer-haul calls, 


* * * * 


OMMISSIONER Richard J. Beamish, 
member of the Pennsylvania Pub- 
lic Utility Commission, has written a 
letter of protest to Secretary of War 
Henry L. Stimson because of the latter’s 
recent refusal to support Commissioner 
Beamish’s proposal to have long-distance 
telephone toll rates reduced during off- 
peak hours for calls by soldiers in camp. 
Secretary Stimson had advised a com- 
mittee of the National Association of 
Railroad and Utilities Commissioners 
that the Defense Communications Board 
had studied the Beamish proposal and 
had decided that it would not be practical 
to adopt it at this time. 

In his letter to Secretary Stimson, 
Commissioner Beamish claimed that men 
in training at encampments throughout 
the United States are complaining about 
high rates, both interstate and intrastate. 
He further observed that the proposal to 
reduce toll rates for the soldiers had been 
favorably received by high Army officers, 
state commissioners, and others “when 
your letter put an absolute stop to the 
proceedings.” He asked the Secretary of 
War for an answer to the question as to 
when would be the proper time to renew 
the proposal. 


*x* * * * 


pgm ke of employees of the 

Ohio Bell Telephone Company 
throughout the state met on November 
11th with company officials at the com- 
pany’s main office in Cleveland to enter 
negotiations for the 1942 contract with 
the Ohio Federation of Telephone Work- 
ers, Inc. The federation made eleven 
demands for a contract to replace the 
present pact, which will expire in Janu- 
ary. , 
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Financial News 


and 
Comment 


By OWEN ELY 


Direct Sale of Utility Securities 
To the Public 


BE Gens SEC apparently favors the di- 
rect sale of securities to the public, 
or exchange offers to present security 
holders without benefit of underwriting 
or other aid from investment bankers. 
Thus far, however, this method of 
financing has not proved very successful. 

Standard Gas and Electric, after ex- 
tending the offer of San Diego stock to 
its own bondholders from September 
26th to May 11th, only succeeded in dis- 
tributing about 40 per cent of the issue 
and on July 8th finally offered the bal- 
ance through a banking syndicate to the 
general public. (The company has thus 
far been unable to use any of the pro- 


ceeds of the cash sale to retire additional : 


bonds because of indenture restrictions, 
which were apparently discovered after 
the sale had been made.) 

Pacific Gas and Electric’s direct offer 
July 8th of 400,000 shares of 5 per cent 
preferred was also only partially success- 
ful, about 55 per cent of the offering be- 
ing placed in four months. The balance 
was. finally underwritten by Blyth & 
Company and promptly disposed of, at 
the same retail offering price. 

Louisville Gas & Electric Company 
(Standard Gas subsidiary) on October 
24th offered 150,000 shares of common 
stock direct to the public at $23 a share. 
This price was considered too high by 
most of the local investment dealers, al- 
though Otis & Co. of Cleveland and one 
or two small local firms later undertook 
to place some of the stock without under- 
writing. A request to the company for a 
prospectus resulted in a follow-up letter 
from a small Louisville broker, indicat- 


ing that the company was turning over 
such inquiries to brokers without making 
any direct sales effort of its own, other 
than the mailing of the prospectus. The 
letter stated that the firm “is cooperating 
with the Louisville Gas & Electric Com- 
pany,” but no selling arguments or facts 
were mentioned, other than the selling 
price. According to press reports, only 
about 11 per cent of the issue had been 
sold in the first three weeks after the 
offering. 


e Pe foregoing seems to indicate con- 
clusively that the utility companies 
are not themselves equipped to dispose 
of their security offerings direct to the 
public. During the 1920’s a considerable 
amount of preferred stock was placed di- 
rectly, it is true, but at that time there 
were fewer regulations and the public 
was “security minded,” particularly with 
regard to utility offerings. While the 
vast amount of antiutility propaganda 
from government agencies in the past 
decade has been directed almost entirely 
against holding companies rather than 
operating concerns, the general public 
does not always discriminate between the 
two kinds of utilities. Moreover the low 
market ebb to which many utility equities 
have recently fallen makes any security 
offering a real “selling job” just at 
present. 

While some utility executives may 
wish to cater to SEC sentiment by trying 
out direct public offerings, the unfavor- 
able results of these experiments thus far 
indicate the need for investment banking 
counsel and underwriting aid—now more 
than ever. Such counsel should also ex- 
tend to sales of properties and recapi- 
talization programs. 
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Yardsticks for Utility Operating 
Company Stocks 
] & peor the recent decline in utility 
values, approximately half the op- 
erating company stocks on which there 
are quoted markets continue to sell at 
about 10 times earnings or more. United 
Illuminating, at 17.1 times earnings, con- 
tinues to hold the honors. Consolidated 
Edison now sells at less than 7 times 
earnings, and Iowa Public Service at less 
than 3. 

There have been several small offer- 
ings of utility common stocks in the past 
few weeks and it is reported that syndi- 
cates are preparing bids on an important 


common stock offering for the Asso- 
ciated Gas trustees (Rochester Gas & 
Electric). 

Moreover, the pending exchange offer 
of two shares of Houston Lighting for 
one share of National Power & Light pre- 
ferred has caused some conjecture re- 
garding the potential market value of the 
former. There is therefore considerable 
interest in the question—why does one 
utility sell at 17 times earnings, and an- 
other at less than 3? 

Market appraisals of newly offered 
stocks must obviously be based on com- 
parison with issues which already have 
a market—of which there are relatively 
few in the electric light and power indus- 
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STATISTICAL DATA ON UTILITY OPERATING COMPANIES 
WITH COMMON STOCKS HELD BY THE PUBLIC 


(Arranged in Order of Price Earnings Ratios) 


Earned Price 
Where Price Per Earn. 
Company Traded About Share Ratio 


Iowa Pub. Serv. O 23 
Missouri P. S. + 
Mich. P. S. 

Pub. Ser. of Ind. 
Indianapolis P.& L. 
New Orleans P. S. 
Consol. Ed. N. Y. 
Sioux City G. & E. 
Tampa Elec. 
Wash. Gas Lt. 
Pacific G. & E. 
Wis. Elec. P. 
San Diego G. & E. 
Newport Elec. 
Common. Ed. 

So. Cal. Ed. 
Detroit Ed. 

Cen. Hud. G. & E. 
Boston Ed. 
Bangor H. E. 
Conn. L. & P. 
West Penn P. 
Phila. Elec. 

Con. Gas Balt. 
Duke Power 
Cleve. El. Il. 

Fall River El. 
Hartford Elec. 
United Illum. 
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Ratio 
Net Aver. 
Rev. Res. 
to Net KWH. 
Plant Rate 


Ratio Ratio Ratio 
Aver. Depr.& Debt Net 
Bond Maint. toAll to 
Yield to Rev. Capital Gross 
17.4% 56% 7.3% 
23.5 54 10.6 
19.2 56 15.5 
16.0 12.0 
18.5 i 
18 2E 
17.1 
15.3 
14.0 
11.0 
18.3 
16.5 
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17.5 
16.7 
19.8 
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try. The table on page 760 presents 
some statistical data to facilitate com- 
parison of existing issues with potential 
offerings, the stocks being arranged in 
the order of price earnings ratios. 

As previously mentioned in this de- 
partment, an important factor in deter- 
mining price earnings ratios appears to 
be the ratio of debt to total capitaliza- 
tion (including surplus). The ratio of 
net income (available for common stock) 
to the gross revenues also seems to have 
considerable influence, although there is 
some irregularity in the “lower brackets.” 

Strangely, the ratio of maintenance 
and depreciation to revenues appears to 
have little relationship to market ap- 
praisal, for some of the lowest ratios are 
found in stocks appraised marketwise as 
the best. The same difficulty seems to 
apply with respect to percentage earned 
on investment. It might easily be as- 
sumed that stocks selling at low multiples 
of earnings might be those most vulner- 
able from the standpoint of fair return 
on the rate base, but, with the possible 
exception of Tampa Electric, this does 
not appear to be the case. The average 
residential rate also does not appear to 
be an important factor, unless Consoli- 
dated Edison is deemed somewhat vul- 
nerable in this respect ; and Edison’s low 
earnings in relation to investment seem 
an offsetting factor. 

A company’s credit rating, as indicated 
by the average maturity yields for its 
outstanding bonds, is not particularly 
helpful in explaining the price earnings 
ratio, except in the very low brackets. 
Consolidated Edison enjoys very high 
credit, according to its bond yields, but 
the stock sells currently on about the 
same basis as New Orleans Public Serv- 
ice and Sioux City Gas & Electric whose 
bonds yield far higher percentages. The 
answer possibly lies in the fact that 
Edison is currently selling out of line. 

Oddly enough, geography seems to 
play a role: Many of the issues in the 
lower brackets are located in the West, 
while all those selling at 10 times earn- 
ings or better are located east of the 
Mississippi, and the three “topnotchers” 
enjoy a New England background. 
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About the only safe conclusions to be 
drawn from the table seem to be that, in 
order to qualify for a price earnings mul- 
tiplier of 10 or better at the present time, 
a debt ratio below 50 per cent and a ratio 
of net to gross of 15 per cent or over 
seem rather essential. 


> 


Economic Value of Holding 
Companies 


i SEC hearings in the integration 
case of Engineers Public Service 
have been completed and the record 
closed. The staff was to report to the 
SEC by about December Ist, after which 
fifteen days were to be allowed for pres- 
entation of answering briefs by the com- 
pany’s attorneys. A decision by the com- 
mission appears likely some time in Jan- 
uary, following which the company will 
make a final decision as to whether the 
case will be appealed to the courts. 

Meanwhile the company has per- 
formed a valuable service for the utility 
industry by commissioning M. H. Wa- 
terman, professor of finance at Michigan 
University, to investigate the statistics 
of holding company systems. (See also 
November 20th issue, page 703.) While 
the SEC refused to accept the compre- 
hensive study as evidence, the company 
may have better luck in the courts or in 
Congress. Professor Waterman’s bro- 
chure, with its sixty exhibits, leads to 
the following conclusions: 


1. Holding company subsidiaries 
serve the public at lower average elec- 
tric rates than independent utilities, 
regardless of the size of the monthly 
bill, the size of the community, or the 
size of the company furnishing the 
service, and usually without respect to 
the geographic area. In cities of 50, 
000 or over, independent companies 
charge 15 per cent more on the aver- 
age than the companies controlled by 
holding companies, for a bill of 25 
kilowatt hours. The only holding com- 
pany subsidiaries which charge higher 
rates than the independents are the 
very small companies with annual rev- 
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enues under $250,000 a year — about 
2 per cent of the total electric industry. 

2. The size of the company has a 
close relationship to the average elec- 
tric rate; large companies have lower 
rates than small companies — greater 
size is thus beneficial rather than ad- 
verse to consumer interests. 

3. While holding company sub- 
sidiaries have outstanding larger pro- 
portions of bonds and preferred stock 
in their capitalization, investors are, in 
general, almost as well protected in 
these securities as in those of the in- 
dependents. 

4, The percentage of common stock 
earnings paid out in dividends by hold- 
ing company subsidiaries is lower 
than the corresponding ratios in inde- 
pendents, disposing of the claim that 
holding companies milk their sub- 
sidiaries. 

5. With one exception only holding 
company subsidiaries have raised new 
money by increases in the common 
stock in the last two years (44 com- 
panies—a total of $50,000,000 in new 
cash or open account converted to 
common stock). 


6. Comparisons of ratios of expense » 


and electric rates indicate greater op- 
erating economies in holding company 
subsidiaries than in independent com- 
panies. 


Protection of Investors 


Bond Protection : 
Average times interest earned 


7. The size of holding company sys- 
tems has little or no relationship to any 
factors affecting investors or electric 
consumers (except that very small 
holding companies appear less efficient 
and have higher rates than medium 
and large-sized holding companies). 

8. The distance at which the operat- 
ing companies are located from the 
head office of the holding company has 
no appreciable relationship to the elec- 
tric rates or the economy of operation. 
The average bill per 25 kilowatt 
hours is $1.83 for companies located 
over 2,000 miles away from “head- 
quarters,” as compared with $1.82 for 
companies less than 200 miles away. 

9. The fact that an operating com- 
pany is a holding company subsidiary 
has no relation to the effectiveness of 
state regulation of utilities. 


Professor Waterman concludes that, 
since the Holding Company Act was 
ostensibly passed to protect consumers 
and investors, the statistical evidence in- 
dicates the fallacy of destroying the hold- 
ing companies. Most of the statistical 
data was obtained from publications of 
the FPC and the SEC. 


The evidence regarding protection of 
investors and economy of operation, as 
summarized from Professor Waterman’s 
study, is presented below: 


Independent Holding 
Utility Company 
Companies Subsidiaries 


7.4 4.0. 


Average per cent of gross revenue remaining 


after interest 
Preferred Stock Protection: 


16.5% 16.3% 


Average times interest and preferred dividends earned... 2.4 1.7 
Average per cent of gross revenue remaining after 


preferred dividends 


Balance for common stock and its disposition: 


9.2% 10.1% 


Average common stock earnings as a per cent of income. 50.5% 42.6% 
Average commen stock dividends as a per cent of income 38.2 30.8 
Earnings retained in business as a per cent of income.... 12.3 11.8 


Economy of Operation 
Average administrative and general expense 


per $1,000 of gross revenue 
This includes: 


$85.83 $72.80 


Average executive expense per $1,000 of gross revenue. . 39.60 13.93 


Average management fees per $1,000 of gross revenue. . 


14.89 
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INTERIM EARNINGS PER SHARE 


End of “age Period 3-month Period 
Electric and Gas Companies Periods 1941 1940 Incr. 1941 1940  Iney, 


American Gas & Elec. Consol. ........ Aug. $2.97 $2.92 2% $.65 $.59 10% 
Amer. Power & Lt. (Pfd.) Consol. .... Aug. 5.76 7.12 D19 83 1.42 D4 
American Water Works Consol. ...... Sept. 1:16'- 1360. DEH 19 : 58 
Parent Co. ... Sept. 49 45 9 - 3 eae 
Boston Edison Sept. 228. _240-..D5 43 53 D9 
Cities Service P, & L. (Pfd.) Consol. . J’ne(a) 16.98 D1i2 <s PES 
Commonwealth Edison Consol. Sept. 2.14 : D7 
Com. & Southern (Pfd.) Consol. ..... ; 7.92 
Consolidated Edison, N. Y. Consol. .... : 2.08 
Parent Co. . : 2.11 
Cons. Gas of Baltimore Consol. ....... : 4.34 
Detroit Edison Consol. : 1,94 
Elec. Bond & Share (Pfd.) Parent Co. . 7.49 
Elec. Power & Lt. (1st Pfd.) Consol. .. Sept. 8.41 
Parent Co. ; 1.94 
Engineers Public Service Consol. ..... g 15) 
Parent Co... 3 65 
Federal Light & Traction Consol. ..... 
Inter. Hydro-Elec. (Pfd.) Consol. .... 
Long Island Lighting (Pfd.) Consol. . 
Parent Co. 
Middle West Corp. Consol. .......... 
Parent Co. 
National Power & Light Consol. ...... 
Parent Co. . 
Nor. St’tes Pwr. (Del.) Consol. (CL. A) 
Pacific Gas & Electric Consol. 
Public Service Corp. of N. J. Consol. . 
Southern California Edison 
Stand. Gas & Elec. (Pr. Pfd.) Consol. 
Parent Co. | 
United Gas Improvement Consol. ..... 
Parent Co.... § 
United Lt. & Power (Pfd.) Consol. ... 
Parent Co. 


Gas Companies 


American Light & Traction Consol. ... 
Broowiyy Wien Gas a... s.ceeoe0e e008 Sept. 
Columbia Gas & Electric Consol. Sept. 
El Paso Natural Gas Consol. July 
Lone Star Gas Consol. Sept. 
Gkiahoma Natural’Gas ......00.cec0ss : 
Pacince Lighting Consol. ...<06ss000%% 
Peoples Gas Light & Coke Consol. .... 
United Gas Corp. (1st Pfd.) Consol. . Sept. 
Parent Co. Sept. 


Telephone and Telegraph Companies 


American Tel. & Tel. Consol. Aug. 
Parent Co. .... Sept. 

Sept. 

Western Union Tel. Sept. 


Systems outside United States 


Amer. & For. Pwr. (1st Pfd.) Consol.. June 
Parent Co. June 


D—Deficit or decrease. (a) Six months’ period. 
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a 
L. What Others Fhink 


( Shifting Priority Policies 
S Utilities 


And the 


uBLic utility industries went into the 
Pooh of December in a state of con- 
siderable uncertainty as to the future of 
their materials and supplies. This un- 
certainty resulted from the announce- 
ment by the Office of Production Man- 
agement of a shift from an over-all sys- 
tm of priority ratings to allocations 
based on use. Needless to say, the utili- 
ties were not alone in their state of un- 
certainty. If anything, they have been 
accorded special recognition by OPM 
(because of the essential character of 
utility service) which other industries 
and businesses might well envy. But just 
the same the transitional period from a 
system of priority ratings to the forth- 
coming industrial allocation program 
will be puzzling and difficult. 

Furthermore, it will probably be a 
drawn-out affair since OPM will have 
to work out the allocation programs in- 
dustry by industry. 

Donald M. Nelson, executive director 
of the Supply Priorities and Alloca- 
tions Board (SPAB), gave an explana- 
tion for the reasons behind this policy 
ata governors’ luncheon at the Statler 
hotel in Boston, Massachusetts, on No- 
vember 13th. He pointed to the elemen- 
tary fact that national defense needs 
enormous quantities of basic materials 
on which a modern industrial system is 
based—steel, copper, aluminum, tin, 
nickel, and so forth. Military needs 
alone next year will require more cop- 
per than the entire nation uses in a 
normal year. 

This means that ordinary civilian sup- 
ply is going to go short. And since some 
civilian activities, such as the hospitals 
and police departments, are more neces- 
sary than other civilian activity (lux- 
ures, recreation, etc.), it stands to rea- 
son that some businesses, through no 


765 


fault of their own, are going to go 
mighty short. 


OMPLICATING the situation is the 
fact that defense activity has 
boosted payrolls. Money is being paid 
out for defense alone at the rate of one 
and three-quarter billion dollars a 
month. The result of this is an enormous 
increase in mass purchasing power 
which boosts the demand for consumer 
goods precisely at the time when the sup- 
ply of consumer goods must be curtailed. 
Mr. Nelson stated: 


When you put those two pictures together 
the answer is inescapably clear. We cannot 
possibly hope to meet the demands of the 
world’s largest armament program plus the 
most prodigious consumer demand in all 
human history. It just can’t be done. There 
isn’t any way on earth to bridge that gap 
and there isn’t any way on earth to explain 
‘it away or to pretend that it does not exist. 
It’s there and it will be there until this world 
is free again. 

Hence we have these shortages. It would 
obviously be insane to let those shortages 
go unheeded—to try to run our defense pro- 
gram and our civilian economy without any 
controls and without any safeguards, sim- 
ply trusting to luck that in the mad scramble 
for materials the stuff would somehow get 
into the hands of the people who make things 
the nation needs instead of getting into the 
hands of the people who make gadgets. I 
literally don’t believe that any sane man 
would advocate such a course. We have to 
have controls to prevent an economic whirl- 
wind that would utterly ruin both our na- 
tional defense and our national economy. 

The controls that we have used so far are 
priorities ratings. As businessmen you are 
tolerably familiar with priorities—too fa- 
miliar with them for your own comfort, no 
doubt. Essentially they are simply a means 
for seeing to it that first things come first. If 
a manufacturer who is making something 
the nation vitally needs wants material, he 
gets a high rating. If a manufacturer who 
makes something that is needed by the na- 
tion but needed less imperatively comes into 
the market, he gets a somewhat lower rating 
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—and so on, down the line. That, funda- 
mentally, is all there is to priorities. 


UCH a system works well, continued 

Mr. Nelson, when shortages are 
relatively moderate. If there is al- 
most enough to go around, a man with 
a low rating will still get the stuff he 
needs and he will get it with reasonable 
promptness. But where shortages are 
very bad—where there is not nearly 
enough of a given material to go around 
—then the priority situation tends to fall 
short. Priority ratings tend to depreciate 
like paper money in a period of inflation. 
It takes higher and higher ratings to 
get any kind of a delivery at all, and 
finally the whole system fails to provide 
the control that must be had. Mr. Nel- 
son added: 


We have got to that point today. For 
every pound of aluminum which can be al- 
lowed to go on the civilian market there are 
ten ready and eager customers. There are 
three customers for every pound of copper, 
two for every ton of steel. Priority ratings 
cannot cope with such a situation. So we are 
now moving into the field of allocations— 
rationing, if you believe in calling things 
by their most unpleasant names... It must 
be based, of course, on an adequate, detailed 
picture of what the national requirements 
are going to be—both the military require- 
ments and the civilian requirements. That 
must be balanced against an equally de- 
tailed picture of the nation’s supply of all 
of these critical materials—and, if I may in- 
terrupt myself for a moment, I want to say 
right here that everything possible will be 
done to increase the supply of all of those 
materials; we are not going to suffer any 
shortages simply because steps to increase 
the supply have not been taken. 

The steps to get those pictures of require- 
ments and of supply have already been 
taken. Within a few months the picture will 
be fairly complete. Then we can work out, 
industry by industry, the quantities of the 
different metals which are going to be avail- 
able to meet civilian demand during the com- 
ing year. Programs can then be evolved so 
as to divide these materials among those 
industries as intelligently and equitably as 
possible. There will be curtailments, of 
course; I can think of no purely civilian in- 
dustry which will get all of the materials 
it would like to have. The less essential an 
industry is to the national well-being, the 
sharper will be the curtailment, of course. 


pons prevailing priority practice, 
operating utility companies are en- 
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titled to several special plans fcr taking 
care of their material needs. Under 
OPM Order No. P-46, as promulgated 
September 17, 1941 (and revised in 
minor detail six times since that date), 
gas, electric, and water utilities are en- 
titled to an A-10 rating on materials 
needed for repairs, maintenance, and 
supplies. A similar rating is given to 
telephone and telegraph companies under 
P-22, first announced on September 9, 
1941 (and revised in certain details four 
times since that date). 

These special plans are more or less 
automatic—to the extent that they re- 
quire no separate application to Wash- 
ington, but may be “certified” between 
the operating utility and the manufac- 
turer. So far, they have worked out 
fairly well. But certain materials are 
getting tighter every day and already a 
number of operating utilities have been 
having difficulty with getting deliveries 
under an A-10 rating. Of course, there 
are also special priority ratings available 
to utilities upon separate application 
(Form PD-1) for separate items. Then 
too, there are available blanket ratings 
for utility projects of a defense nature. 
These can be obtained upon Project 
Rating applications to the OPM power 
and communications branch. 


uT there is no special provision, to 
date, for utilities requiring materi- 
als for new expansion of plant facilities 
which are not in some way connected 
with the national defense—meaning that 
they merely represent regular growth of 
civilian demand. Will the new alloca- 
tion program, when it is worked out for 
the utilities, yield any such result? In- 
asmuch as the explanations to date of 
how the allocation program is to work 
have been very broad and somewhat 
vague, a definite answer cannot be made 
to the question whether utilities will get 
materials for new business not connected 
with national defense. Before details of 
the allocation programs for the separate 
utility industries are perfected, weeks— 
even months—may pass. 
But most Washington observers are 
willing to guess that the answer is “No.” 
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BUT THEY LEFT THE WINDOW UP 


With the purely defense demand in- 
creasing every day, the prospect is for 
more widespread and more severe ma- 
terial shortages. One reason why the 
present system of priority ratings is 
being replaced is that the priority system 
was often used to build up inventories. 


But now the government is assembling 
data on the supply and demand prospects 
of basic industries. 
Roughly, it will work something like 
this: 
(1) Each major industry which 
produces a “finished” product or 
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renders an “ultimate” service will 
have its planning branch in OPM. 
Sometimes one industry will be com- 
bined in the same branch with allied 
industries. But the classification will 
be a rational system of industrial 
segregation. 

(2) Each planning branch will re- 
ceive, in its work on drawing up an 
allocation program for its own indus- 
try, the benefit of consultation and 
recommendation from an industrial 
advisory committee and from the 
Army and Navy. This will be to de- 
termine the total requirements of the 
industry both from the standpoint of 
normal civilian demand as well as de- 
fense necessity. Such consultation 
will develop data as to (a) what the 
industry would have required by way 
of raw materials if it fulfilled all de- 
mands made upon it; (b) what the 
minimum demand upon it will be for 
defense purposes; (c) what the 
minimum demand upon it will be for 
essential civilian supply. 

Presumably, each utility industry 
will have its own industrial advisory 
group for both operating companies 
and manufacturing companies. In the 
case of communications there are al- 
ready plans afoot to have a govern- 
ment board independent of OPM, the 
Defense Communications Board, oper- 
ate as an advisory agent for the radio, 
telephone, and telegraph industries. 

(3) When the industrial branch of 
OPM has finally determined on a 
plan outlining its material needs on the 
basis of prospective requirements as 
shown above, it will present that 
plan to other branches of the OPM 
which represent raw materials and in- 
termediate products for study and ad- 
vice. These raw material branches of 
OPM represent such respective cate- 
gories as copper, aluminum, steel, and 
so forth. They are presumed to know 
how much the production capacity in 
their particular raw material will 
amount to, with relation to the total re- 
quirements of the nation for both nor- 
mal and emergency purposes. 

(4) After the particular OPM in- 
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dustry branch has had its proposed 
allocation plan checked and modified 
by the raw material branches, the 
OPM conservation branch will then 
make an attempt to secure further 
economies by studying the given plan 
with the idea of reducing the amount 
of strategic materials required. These 
economies might come through substi- 
tution, standardization, and simplifica- 
tion of models and patterns, and so 
forth. 

(5) Out of these consultations an 
agreement is supposed to be reached 
as to the amount of materials and in- 
termediate products which can be al- 
lotted to a given industry and as to the 
quota of finished products which 
should be produced from such amounts 
of materials. 

(6) Once such an agreement is 
reached, the plan goes for final ap- 
proval, rejection, or alteration to the 
Supply Priorities and Allocations 
Board. This is a sort of appellate 
court of last resort for priority 
matters. SPAB will probably make 
proyisions for, at least, brief consid- 
eration of any group or interest 
(whether industry, labor, consumer, 
or military) which feels that the plan 
will work unnecessary hardship. 

(7) After SPAB has approved a 
particular industry’s plan, the OPM’s 
priorities division will take over the 
task of doling out the available ma- 
terials allocated to the particular units 
of the industry. This will be done 
through a technique of allocation cer- 
tificates for needed materials. The 
certificates will be issued to individual 
companies, apparently on the basis of 
past performance. 


or. it is the seventh and last 
step which is likely to create the 
real administrative problem. This lies 
in the distribution of priorities between 
different organizations of the same in- 
dustry once an allocation of available 
material stocks has been agreed upon. 
Some large concerns such as the Bell 
telephone system and the major holding 
company systems are in a position to 
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make a convincing demonstration of 
their minimum and maximum needs 
under varying degrees of circumstances 
on the basis of past performance. That 
is, assuming their books are in good 
order and their inventories well estab- 
lished. 

Small and independent utility com- 
panies and municipal plants have never 
had to worry about keeping a close check 
on the periodic flow of materials, or to 
segregate strictly between maintenance 
and new plant. They are going to have 
their troubles getting their fair share of 
the allotment. There are also likely to 
arise differences over timing of applica- 
tions and certificate issuance and the 
effect on manufacturing concerns, es- 
pecially the smaller ones. Clearly, the 
available allocation for a given industry, 
once established, cannot be ladled out 
like so much hot soup at a mission house 
on the basis of first come, first served. 

Again, manufacturers have to have a 
certain amount of materials ahead in 
order to meet the demand for finished 
products which later may be made upon 
them, to say nothing of keeping an effi- 
cient production organization in opera- 
tion. Bottlenecks and crossed wires at 


this point might result in some manufac- ' 


turers quitting the field altogether and 
turning their attention to other products, 
so that when the certificates do begin to 
flow for utility supply units there may 
not be enough production capacity re- 
maining to fill them in some cases. 


pirate. there is the problem of 
rationing the finished product on the 


retail market because of shortages re- 
sulting from the rationing of materials. 
In the case of utilities this would mean 
the rationing of services. Although this 
secondary effect of the new priority sys- 
tem probably is not an immediately 
pressing problem, we have already seen 
instances of utility services being ra- 
tioned with respect to market demand. 

Who is going to assume this responsi- 
bility? The OPM assumed it in the case 
of the recent power shortage situation in 
the Southeast. Will it do likewise for 
the gas industry and the communications 
industry? Who is to decide which of 
two or more new prospective customers 
is to be extended gas service or telephone 
service? This is only a part of the gen- 
eral problem of retail rationing which is 
bound to follow the present problem of 
materials rationing which Donald Nelson 
says is still in the development stage. 

There are rumors that several months 
hence the average citizen will not be al- 
lowed to buy a new automobile unless he 
can show special need for it (such as 
a doctor or a farmer) and that his old 
automobile can no longer serve. There 
are predictions that six months hence in- 
stead of trading in mechanical refriger- 
ators for new models, the prospective 
customer will be required to show that 
his old refrigerator is absolutely worn 
out and beyond repair. These and other 
rumors represent a complete shift in our 
American conception of the more abun- 
dant life. But under the progressive 
effect of priority rationing, it is difficult 
to see how it can be avoided short of a 
miracle of international peace. 





National Defense and the Telephone Industry 


yu S. Knudsen, director gen- 
eral of the Office of Production 
Management, has characterized the na- 
tional defense program as “the biggest 
thing ever attempted within the time 
limits given.” 

Telephone figures for Washington, D. 
C,, the No. 1 national defense headquar- 
ters, indicate that the telephone is be- 


ing used probably more than any other 
single industrial service to codrdinate the 
effort as speedily as possible. Long-dis- 
tance traffic in the District of Columbia 
is up 64 per cent. 

But all over the nation, every defense 
project involves a telephone job. When 
people are in a hurry, they reach for a 
telephone. Hence, the importance of com- 
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munications in the national defense ef- 
fort—a subject recently discussed by W. 
V. Kahler, chief engineer of the Chicago 
area of the Illinois Bell Telephone Com- 
pany, at the annual Chicago conference 
of the National Safety Council. 
Mr. Kahler stated: 
_ Plant protection naturally became—early 
in the game—a matter of highest importance 
to us. Many of our problems are similar to 
those of the power and gas companies, whose 
thorough methods have been so well outlined 
for us ... Telephone people must bear 
down on this problem perhaps even harder. 
The sole purpose of telephone plant, after 
all, is that of intercommunication. When 
just one telephone goes out of commission, 
the usefulness of the entire system is im- 
paired directly. Not only are all calls from 
that telephone cut off, but it also becomes 
inaccessible to incoming calls from all 
others, With the parts of the plant so inter- 
dependent in the production of service, pro- 
tection of the whole plant is vital. 


Nerve centers of the telephone system 
are the central offices. Hence, one of the 
first steps taken by the Bell telephone 
system was to discontinue the practice of 
central office visits by the general public. 
Admission to building space containing 
operating equipment is now completely 
restricted. Employees must be identified 
by photographic passes and guard serv- 
ice has been inaugurated and augmented 
at strategic points. 


Geno protection for telephone 
equipment buildings includes grills 
for windows, ventilated ducts at base- 
ment and first-floor levels, alarm systems 
for balance-type fire escapes, abundant 
use of electric door locks. 

With respect to safeguarding outside 
plant facilities of the telephone compa- 
nies from emergency damage or sabo- 
tage, Mr. Kahler outlined the following 
steps: 

1. Dual feed lines and cables from 
central offices to important subscrib- 
ers, such as governmental agencies. 

2. Establishment of alternate toll 
routes to important national defense 
centers. 

3. Placing of locks on both terminal 
boxes and terminal rooms where cables 
are connected. 


4. The extension of nitrogen gas 
pressure on long-distance cables. The 
gas pressure system not only gives an 
automatic alarm in case of breakage or 
other trouble which can be quickly 
traced; it also provides stop-gap pro- 
tection (by increasing pressure) in 
keeping moisture out of cables for a 
considerable period after the sheath 
has been broken—giving the company 
time to trace and repair the break be- 
fore service interruption results. 

5. The installation of emergency 
power equipment. Although telephone 
companies have found their commer- 
cial power sources highly dependable, 
caution demands, during emergency 
conditions, that a reserve of batteries 
and generating equipment should be 
ready for action in case of prolonged 
power failure. These emergency power 
units vary from midget gasoline Delco 
outfits that can be tossed into the trunk 
of a passenger automobile and hurried 
to small exchanges to the huge 600- 
kilowatt Diesel unit now being in- 
stalled in one of the telephone buildings 
in the Chicago area. 


Mr. Kahler went on to explain that the 
Bell system, like every other industry 
these days, is bedeviled by the shortage 
of materials, especially metals. Fortu- 
nately, the telephone industry started re- 
search more than fifteen years ago into 
possibilities of metal substitutes. Certain 
materials which are “critical” simply 
cannot be substituted on the basis of re- 
search results to date. However, in other 
respects, remarkable progress has been 
made. 


\ \ 7 ESTERN Electric is now making dial 

wheels on the telephone out of 
steel, rather than aluminum. Plastic is 
replacing a zinc alloy in the manufacture 
of telephone housings and other savings 
are being made in the industry’s con- 
sumption of nickel and other scarce 
metals. 

The Bell system has one subsidiary— 
Nassau Smelting & Refining Company 
—which has assumed a new importance 
because it reclaims millions of pounds of 
copper, lead, bronze, brass, and solder. 
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“BREAK STEP, MEN” 


In the field of conservation of its facili- 
ties, the telephone industry has likewise 
moved with alacrity during the emer- 
gency. Conversion of central offices to 
dial from manual operation, with its nec- 
essary accompaniment of switchboard 
and other mechanical replacement, has 
been deferred wherever possible. The 
equipment, formerly junked, is being re- 
conditioned and reused, as in the re- 
sheathing of cable. 

Advances in the telephone art permit 
greater use of telephone facilities. There 
is, for example, the development of car- 
ner current systems for toll lines. One 
type enables the simultaneous transmis- 
sion of 12 telephone messages on 2 pairs 
of wires, each in a separate cable sheath- 


ing. Installation of such a system in IIli- 
nois recently relieved a circuit situation 
in quick order without the necessity of 
huge outlays of cable or wire. Of course, 
carrier terminal equipment is complicated 
and expensive, requiring extensive “re- 
peater” equipment, and hence is not a 
source of unadulterated joy for the in- 
dustry’s budget experts. 


r. Kahler told the National Safety 
Council meeting that a high degree 

of employee understanding and codpera- 
tion in this national defense job has been 
achieved. Early in the emergency, the 
telephone industry, at the suggestion of 
the Federal Communications Commis- 
sion, checked the citizenship status of all 
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employees. This was essential in view of 
the confidential nature of the work in- 
volved. The Bell system now has an up- 
to-date citizenship record on all of its 
employees. 

Of course, there was the obvious chore 
of supplying the mushroom growth of 
Army cantonments with communication 
facilities. Mr. Kahler stated that the 
equivalent of more than a hundred me- 
dium-size cities have sprung into exist- 
ence in the form of Army camps and new 
industrial communities since the begin- 
ning of the national defense program. 
This has placed unprecedented strain on 
the installation and construction facilities 
of the industry. 

It is not uncommon for Western Elec- 
tric switchboard installers to be rubbing 
elbows with carpenters who have just 


managed to get enough roof over build- 
ings to protect equipment from the ele. 
ments. 

Of course, in addition to providing 
facilities for the Army and the Navy, 
the telephone industry, both Bell and in- 
dependent, has had to play its part in 
servicing other industries as a result of 
the general increase in commercial ac- 
tivity during the last two years. 

Great as the telephone industry’s con- 
tribution to national defense has been to 
date, Mr. Kahler feels that it will be 
called upon for a greater contribution in 
the future. Congress has already ap- 
proved a defense program totaling $57,- 
000,000,000, only half of which has yet 
been contracted, and only 15 per cent 
of which has actually been spent. Obvi- 
ously, there is still a big job ahead. 





Open Bidding Rules and Private Sales 
Stir Reactions 


VER since the Public Utility Holding 
Company Act went into effect the 
Securities and Exchange Commission 
has been particularly concerned with the 
relationships between holding company 
systems and investment bankers. The 
commission suspected that the old sys- 
tem of closed negotiation between hold- 
ing company management and invest- 
ment bankers resulted in a higher-price 
underwriting on utility securities to the 
detriment of the investing public. 

The commission’s first attempt to deal 
with this problem was through Rule 
U-12F-2, which prohibited the payment 
of any underwriter’s fees, with certain 
exceptions, to any affiliate or any person 
found by the commission to stand in such 
relation to the issuing utility that there 
was liable to be an absence of arm’s- 
length bargaining. 

In a brief survey of developments un- 
der the Public Utility Holding Company 
Act, Allison Choate, member of the New 
York bar, explained to the section of pub- 
lic utility law of the American Bar As- 
sociation at the latter’s convention in In- 
dianapolis on September 29th why this 
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rule did not work out very well. He 
said: 


This rule did not work out very well for 
three reasons. In the first place, it operated, 
even though the price was right, on a mere 
showing that there was liable to have been 
an absence of arm’s-length bargaining. 
Secondly, an affiliated underwriter could 
still head the group but take a limited par- 
ticipation and no management fee, thereby 
coming within the exception. Thirdly, cer- 
tain underwriters, believing the rule to be 
invalid, even under the broad provisions of 
the act, were engaging in elaborate proceed- 
ings to test its application in particular cases. 
After considerable deliberation, the com- 
mission held Morgan Stanley & Co. to be an 
affiliate of the Dayton Power & Light Com- 
pany [38 PUR(NS) 129] within the mean- 
ing of the rule, and I understand that an 
appeal has been taken to the circuit court of 
appeals. 

In April of this year, Rule U-12F-2 was 
superseded by Rule U-50, which requires 
compulsory competitive bidding in substan- 
tially all cases. It is still too soon to pass 
judgment on the effects of this rule, although 
there are two current phases of the prob- 
lem which can be mentioned. So far, with 
the exception, I believe, of the sale of some 
common stock in a subsidiary by a holding 
company, all invitations for bids have been 
on an all-or-none basis. There is some dis- 
cussion of permitting partial bids, although 
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there is a general feeling that this might in- 
volve a group of bidders in a breach of the 
antitrust laws, and it seems that the effect 
might be in some cases to induce bidders to 
make the lowest bid that could conceivably 
get by with some of the securities. This is 
entirely speculation. I am just telling you of 
a problem that is now being considered. 


W ITH respect to the problem of em- 
ployment (by the issuer) of inde- 
pendent counsel for prospective pur- 
chasers, Mr. Choate stated: 


There appears to be some criticism of 
this procedure in the commission’s decision 
in the New York State Electric & Gas Com- 
pany Case, and recently two issues have been 
filed without making provision for inde- 
pendent counsel. I understand, however, 
that there was such opposition on the part of 
prospective bidders that the companies were 
forced to retain independent counsel prior 
to the effective date of the statements. I 
also understand that the commission is mak- 
ing a general study of this problem and at 
the present time questionnaires are out to 
get the reaction of the financial community, 
the point being primarily one of due dili- 
gence under the Securities Act of 1933. The 
reason is that a successful underwriter in 
the case of competitive bidding is still sub- 
ject to Securities Act liability, even though 
his opportunity for reasonable investigation 
is drastically curtailed. There is some indi- 
cation, however, that the commission feels 
that its scrutiny of the transaction, that of 
a local commission, and also the scrutiny of' 
the trust indenture in the case of bonds, 
might take the place of the work which is 
customarily dane by underwriters and their 
counsel, 


One obvious result of the competitive 
bidding requirement was to drive several 
important financial operations into pri- 
vate sales. Needless to say, this diversion 
of security business from the usual marts 
of that trade was not accepted cheerful- 
ly in Wall Street and other financial cen- 
ters. 

Again, participation by a closed syn- 
dicate of large insurance companies in 
handling an entire security issue was 
likewise not relished by the investment 
dealers, even though such an issue might 
be awarded ostensibly as the result of 
competitive bidding. 

Recently the Investment Bankers As- 
sociation questioned the legality of the 
purchase by three insurance companies 
of $90,000,000 of bonds of the Ameri- 


can Telephone and Telegraph Company 
at an avowed competitive bidding on Sep- 
tember 29th. Complaint was made to 
Louis H. Pink, New York state superin- 
tendent of insurance, who replied that 
in his opinion the sale was legal. He sug- 
gested conferences by representatives of 
the insurance companies, investment 
bankers, the SEC, and the state insurance 
department to solve the problem. 


MMETT F. Connely, president of the 

Investment Bankers Association, 
called Mr. Pink’s attention to a state law 
forbidding any insurance company to 
underwrite securities jointly with any 
other persons, firm, or corporation. He 
added: 


In view of the provisions many people 
have been asking how it is possible for the 
insurance companies to band together to buy 
an issue of securities. It is clear that the 
American Telephone and Telegraph Com- 
pany could not have entertained any bids by 
the insurance companies unless they had 
joined together to submit an identical bid 
for the total amount. 


In reply to this, Leonard M. Gardner, 
counsel for the New York state superin- 
tendent of insurance, distinguished be- 
tween underwriting for resale and pur- 
chase for legitimate investment. The in- 
ference was that it was perfectly legal 
for insurance companies to purchase for 
investment, but not to underwrite for 
resale. The insurance board’s counsel 
also distinguished between “several” 
bids and “joint” bids by insurance com- 
panies, the inference being that only the 
latter was illegal. 

Commenting on the problems raised 
by the controversial method of competi- 
tive bidding on utility issues, which the 
SEC favors, Mr. Pink told Mr. Connely 
it was understandable for investment 
bankers to resent methods that eliminate 
them. When the investment bankers, in- 
cluding a syndicate led by the Morgan 
interests, were outbid on September 
29th, they complained that they were 
unable to meet the competition of the 
large insurance companies that would 
comprise their most important customers. 

Mr. Pink added in his reply to the In- 
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vestment Bankers that “in these times 
there are simply not enough good securi- 
ties to go around, and any method of dis- 
tribution is bound to hurt some one and 
cause dissatisfaction.” He contended 
that insurance companies have no desire 
to eliminate investment bankers in se- 
curity exchanges. However, it is well 
known that “compulsory public sale was 
never palatable to the life companies and 
three of them filed a brief with the SEC 
in opposition to this method.” The life 
companies in this instance, said Mr. Pink, 
participated in the bidding in an experi- 
mental effort to cooperate with the SEC. 

In answer to the frequent objection 
that competitive bidding bars the smaller 
investor from the choicest bonds, Mr. 
Pink concluded: 


The large companies have no desire to 
monopolize and would be very glad to ar- 
range some method under which all com- 
panies which so desire would proportion- 
ately participate in these sales. But this 
would not be a real answer. It would still 
eliminate the investment banker and would 
make it even more difficult for individual 
savings banks, trustees, and other institu- 
tions to buy their quota of securities. 

I do not know that anyone has found the 
answer to the very serious problem which 
confronts us. We are sympathetic with the 
desire of the SEC to find a solution and 
must be willing to give conscientious trial to 
any method suggested. We shall be glad to 
cooperate with the SEC and with your or- 
ganization in an effort to work out this prob- 
lem if we can be of any help. 

I do not think we are ready at this time 
to assume that when peace eventually comes 
the world will be so changed that there will 
no longer be private enterprise and a de- 
mand for private capital. A great deal of 
private capital will be required for rebuild- 
ing the world on peaceful lines. 

The difficulty seems to be that the expense 
of the investment banker under the present 
situation is not always justified. In distrib- 
uting large blocks of securities to a few 
buyers at a central locality the fees should 
obviously be very much less than where a 
selling campaign with advertising and sales- 
manship has to be undertaken. So far as I 
have been able to learn the investment bank- 
ers themselves have not worked out any 
constructive method which would meet the 
problem or be satisfactory to the SEC. 


EFORE the House Interstate and 
Foreign Commerce Committee on 


November 12th, Robert McLean 
Stewart, another representative of the 
Investment Bankers Association, stated 
his belief that securities offered public- 
ly through regular investment channels 
brought better prices as a general rule 
than issues privately sold. He blamed the 
Securities Act of 1933 for the growth 
in private placement of securities. 

Discussing prices for issues sold pri- 
vately as compared with prices obtained 
through public sale, Mr. Stewart said 
that insurance companies, for example, 
have not often through the years com- 
peted successfully with the general 
market for municipal issues sold at com- 
petitive bidding. All things being equal, 
the witness said, he saw no reason why 
insurance companies could or would bid 
higher for general corporate issues than 
the public market: 

It is at least questionable, he added, 
whether corporations can obtain as good 
prices through private sale as they can 
in the public market. Mr. Stewart listed 
ten principal reasons given by insurance 
companies why corporations have re- 
sorted to private placements. They are: 


1. The speed with which financing 
can be effected. 

2. The certainty with which financ- 
ing can be arranged. 

3. The greater simplicity of private 
placement compared with registration 
and public sale. 

4. Beneficial effect on a corpora- 
tion’s credit rating of being able to sell 
a large block of securities to a single 
buyer, like an insurance company, 
with rigid investment standards. 

5. Greater ease in effecting modi- 
fications of restrictive covenants. 

6. Elimination of the cost of regis- 
tration. 

7. Elimination or reduction of other 
costs, such as advertising and printing. 

8. Reduction of trustees’ fees and 
listing fees. 

9. Avoidance of requirement for 
preparing and filing annual reports 
with the SEC. 

10. Avoidance of 
fees. 


underwriting 
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OPM-FPC Friction Indicated 


ESPITE the admitted success of the OPM 

power branch under J. A. Krug in cop- 
ing, so far, with the power shortage difficulties 
in the southeastern area, developments in 
Washington indicated that other government 
branches are not favorably impressed with 
OPM’s handling of electric power affairs. The 
principal difference of opinion appeared to 
revolve around the question of whether the 
nation’s power production facilities should be 
expanded to meet future requirements or 
whether scarce materials that would be re- 
quired for the expansion of power plant should 
be diverted to more pressing defense needs 
for the immediate future. 

The Federal Power Commission, under the 
chairmanship of Leland Olds, is committed 
to the broad policy of expansion. But the 
activity of the OPM to date suggests a policy 
of making the greatest possible use of exist- 
ing operating electric plant facilities and the 
curtailment of nonessential use, if necessary, 
to avoid unwarranted plant expansion with its 
consequent requirement of scarce materials. 


Chairman Olds of the FPC, in an address , 


before the Washington, D. C., and Maryland 
members of the American Institute of Elec- 
trical Engineers on November 17th warned 
that “coordination for planning on a regional 
power supply basis must work smoothly and 
effectively if we are to get through the next 
two or three years without power shortages 
which cripple our defense program.” 

Without mentioning OPM by name, Chair- 
man Olds pointed out that power supply must 
be planned well in advance. He stated: 

“This situation brings us right up against 
a decision as to whether to plan for a reason- 
able minimum of additional capacity for each 
year through the emergency, or to follow the 
lead of some concerned with the defense pro- 
gram who are insisting that additional power 
units have a relatively low priority as com- 
pared with ships, planes, tanks, and guns, who 
would not allocate essential metals to the con- 
struction of such units, and who hold that 
the country can depend largely on curtailment 
of normal use of electricity to provide the 
power for essential expansion of defense pro- 
duction. 

“The Federal Power Commission,” Chair- 
man Olds continued, “has consistently taken 
the stand that the possible savings of power 
through curtailment should be reserved for 
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emergency situations which cannot be met by 
planned additions to capacity, and that a mini- 
mum of additional capacity, equivalent to the 
ability of the equipment companies to produce 
land turbine-generators, should be planned for 
each year and allotted the necessary priorities.” 

“In planning to meet the power needs of 
the defense program,” Chairman Olds stated, 
“we must also envisage the possibility that 
war may develop the need for large-scale sub- 
stitution of synthetic for natural raw mate- 
rials. This possibility renders it unsafe to count 
too heavily upon curtailment to carry the fu- 
ture defense loads, for such synthetic products 
are apt to call for large supplies of electric 


ower. 

“The Federal Power Commission, therefore, 
sees no reason to change the proposal which 
it presented to the President on July 16th of 
this year, that we assure an orderly program 
for the production of steam and hydro tur- 
bine generators up to the capacity of equip- 
ment companies to produce such units.” 

The OPM policy of making the greatest use 
of the existing facilities as distinguished from 
embarking upon avoidable power plant expan- 
sion for the immediate future has also drawn 
some fire from other government quarters. 
REA is unofficially concerned over OPM’s 
refusal to allocate the greater amount of raw 
materials for carrying on its rural electrifi- 
cation program. The Secretary of Interior, 
whose ambitions to become a so-called “power 
czar” were reported to have been upset some 
months ago by OPM’s vigorous policy of con- 
trol over utilization of scarce materials, was 
also rumored to be annoyed with the OPM’s 
power branch as well as with OPM’s priori- 
ties division, which succeeded in cutting off 
allocation of steel for the building of oil 
pipe lines strongly advocated by Ickes. 

OPM also was criticized for being “pro- 
utility” by Representative Rankin of Missis-_ 
sippi in the Congressional Record of Octo- 
ber 31st. 


TVA Chiefs Asked to Resign 


ENATOR McKellar, Democrat of Tennes- 

see, bluntly suggested last month that 
David E. Lilienthal, chairman of the board 
of the Tennessee Valley Authority, “should 
turn in his resignation.” The senior Tennes- 
see Senator, long a TVA supporter and 
active in obtaining congressional approval of 
appropriations for the authority’s dams, in 
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a statement attributed to Lilienthal “inde- 
fensible and vindictive obstinacy.” 

McKellar asserted Lilienthal’s insistence on 
construction of Douglas dam on the French 
Broad river near Dandridge, Tennessee, had 
led to his holding up construction of other 
dams and obstructing the defense program. 

At the same time McKellar expressed be- 
lief that J. A. Krug, power codrdinator for 
the Office of Production Management, now 
on leave from his post as chief power en- 
gineer of the TVA, “should resign also.” 

Lilienthal had no comment to make to the 
Senator’s suggestion. 


Supreme Court Denies Review 


_— government hydroelectric plant 
and storage enterprise automatically re- 
ceived U. S. Supreme Court sanction on No- 
vember 10th when the Justices refused to in- 
terfere with a lower court verdict approving 
the $13,000,000 Bluestone Reservoir project 
near Hinton, West Virginia. 

The West Virginia Power Company and 
Norfolk & Western Railway Company had 
attacked the government’s effort to condemn 
large tracts of land for the combined power 
plant and flood-control works, but lost in the 
fourth circuit court. With the project cost- 
ing $12,942,390, the government estimates an 
annual return of $940,000 from power and 
$370,000 from “flood-control benefits.” 


OPM Broadens Rating 


HE Office of Production Management 

last month extended its A-10 blanket 
preference rating on orders for repair, main- 
tenance, and operating supplies to cover pro- 
* ducers and transporters of natural gas and 
petroleum hydrocarbons. Carriers which 
benefit from this amendment include pipe 
lines, railroads, and truck fleets. 

The same preference rating was extended 
to cover the needs of privately owned ir- 
rigation systems, toll bridges and toll canals, 
and to cover independent industrial contrac- 
tors who repair or maintain the property of 
other producers; machine and repair shops; 
blacksmiths, etc. 

The changes in this blanket rating order 
also relaxed the restrictions under which 
new equipment cannot be repaired. They pro- 
vide that the replacements need not be exactly 
like the equipment replaced. 

It also was provided that the public utilities 
and mines covered by special preference rat- 
ings should not be restricted in receipt of 
these supplies and inventories like other in- 
dustries and producers subject to the order. 


Electricity Rationing 


7. order freezing nondefense energy at 
the September level was announced last 
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month by the Office of Production Manage. 
ment. Large industrial consumers of elec- 
tricity in the Southeast were limited, begin. 
ning November 17th, to the amount of power 
they used during the month of September. At 
the same time a 30 per cent curtailment of 
power was deferred until December lst. 

OPM Power Chief J. A. Krug said he had 
first asked commercial consumers to keep their 
energy requirements voluntarily within Sep- 
tember limits, but that some customers had 
ignored the appeal. He said mandatory freez- 
ing of power would prevent a few customers 
from “hogging” available energy, thus de- 
pleting hydroelectric resources in the vicinity 
and hastening curtailment for everyone. — 

The blackout of nondefense lighting, such 
as that used for ornaments or advertising, 
would continue. The freezing order replied to 
the blackout area, except North Carolina 
and most of South Carolina. 

Krug said he was postponing the 30 per 
cent curtailment plan until December Ist “be- 
cause we can get by with the help we are 
getting from the blackout, the pooling ar- 
rangement, and the run off from last week’s 
rain, plus the assurance that mandatory 
freezing will prevent a runaway power load.” 

The curtailment was first ordered for No- 
vember 10th, then postponed one week be- 
cause of the pooling arrangement which 
brings surplus power contributions to the 
southeastern section from northern and west- 
ern utility companies. 

Krug said that Christmas tree lighting in 
homes would be permitted even if the black- 
out should still be in effect by Christmas. The 
OPM had earlier announced that such light- 
ing would be forbidden under the OPM order 
banning all forms of decorative and non- 
essential lighting. 


GAO to Audit TVA Outlays 


HE Senate approved and sent to Pres- 

ident Roosevelt on November 10th legis- 
lation authorizing the General Accounting 
Office to audit accounts of the Tennessee 
Valley Authority. The legislation would give 
the office no authority over TVA expend- 
itures, however, and the TVA board of direc- 
tors will continue to exercise discretionary 
power over spending. 


House Committee OK’s 
St. Lawrence 


HE House Rivers and Harbors Committee 
on November 7th approved the $1,000,- 
000,000 1942 omnibus Rivers and Harbors 
authorization bill, including the St. Lawrence 
waterway and the Florida ship canal. Chair- 
man Joseph Mansfield, Democrat of Texas, 
said the action was taken by a “substantial 
majority.” 
Major changes in the previously approved 
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projects were made in the Florida ship canal, 
in which the Army Engineers were authorized 
to limit the project to a 9- or 12-foot barge 
canal if this were found feasible. The com- 
mittee changed the language of the St. Law- 
rence seaway authorization to permit trans- 
fer of power installations along the St. Law- 
rence to the New York Power Authority 
upon payment of $93,000,000. The original 
language would only have authorized use of 
these facilities. 5 

Other projects in the omnibus measure in- 
clude: 

The Tennessee-Tombigbee project calling 
for $66,000,000 to provide a waterway from 
the Tennessee valley to the Gulf of Mexico; 
the $95,000,000 Alabama-Coosa project to 
provide flood control, power installations, and 
a 9-foot waterway along the Alabama and 
Coosa rivers from Rome, Georgia, to Mobile, 
Alabama; the $15,000,000 Beaver-Mahoning 
project, providing for canalization of the 
Beaver river from its junction with the Ohio 
to Struthers, Ohio; the $40,000,000 Umatilla 
dam and reservoir in Washington and Oregon ; 
the $28,000,000 Clarkshill project for improve- 
ments to the Savannah river in South Carolina 
and Georgia. 

The bill was introduced in the House on 
November 10th by Representative Mansfield. 

President Roosevelt said the St. Lawrence 
power project in particular was needed imme- 
diately as a defense measure, and that a prompt 
appropriation should be made to carry it 
through. He indicated his opposition to im- 
mediate appropriations for some other projects 
in the bill. 

Chairman Leland Olds of the Federal Power 
Commission also called for prompt construc- ' 
tion of the St. Lawrence seaway in the inter- 
est of national defense. In a letter last month 
to Congressman Beiter, Democrat of New 
York, he said that all preliminary work on 
the project has been completed by Canadian 
and American engineers and its construction 
can go forward without delay. “Approval and 
prompt initiation of the St. Lawrence project 
is essential to the country’s great defense ef- 
fort,” Olds said. 

Beiter had suggested to Olds that redevelop- 
ment of Niagara Falls would meet the needs 
of defense industries in the Canadian border 
area and could be accomplished in less time. 
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Chairman Olds disagreed, asserting the Nia- 
gara development “involves many technical 
and legal problems of highly complex nature, 
not present in the St. Lawrence project.” 

The projects committee of the National 
Rivers and Harbors Congress on November 
12th in meeting at Miami, Florida, refused to 
recommend opposition to construction of the 
St. Lawrence seaway. Frank Macy, who said 
ke spoke for the New York State Waterways 
Association, the New York State Chamber of 
Commerce, and the Buffalo and Rochester 
chambers, asked the committee to oppose the 
project. The committee rejected his request, 
saying only that it was “not in the proper 
orm.” 


Asks Bonneville Fund 


oe was asked on November 6th by 
President Roosevelt to appropriate $30,- 
000,000 for additional transmission facilities at 
the Bonneville dam in Washington and Ore- 
gon. In a letter to Speaker Rayburn, the Pres- 
ident said the facilities asked for were neces- 
sary immediately “to meet defense demands.” 

“A critical power shortage in this area is 
now imminent, and the existing transmission 
facilities of the Bonneville Power Adminis- 
tration are being used to full capacity without 
any reserve,” Mr. Roosevelt wrote. 


Grand River Taken Over 


Pees to an Executive Order signed by 
President Roosevelt directing the action, 
the Federal Works Administrator on Novem- 
ber 21st took possession of the Grand River 
dam project at Vinita, Oklahoma, to manage 
and operate it for the purpose of generating 
and supplying hydroelectric power for national 
defense. Douglas G. Wright, designated as 
the administrator’s representative, took over 
the project. 

The action was taken under § 16 of the Fed- 
eral Water Power Act, under which the proj- 
ect is licensed by the FPC. The taking over of 
the Grand River project was recommended to 
the President by Acting Administrator Edy, 
with the FPC and War Department joining in. 
The recommendation sought to correct finan- 
cial and management difficulties of the Grand 
River Dam Authority. 


Arizona 


Must Show Cause 


[Dy pmcrment of the Bridge Canyon project 
by the United States itself, rather than by 
a state agency, must be first considered by the 
Federal Power Commission, the Arizona Co- 
lorado River Commission was advised re- 
cently, 
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Secondly, the Federal agency “is under a 
duty” to see that the proposed development 
plans “are well adapted to conserve and utilize 
in the public interest the water resources of 
the region.” 

A third factor is that the Federal commis- 
sion must also take into consideration, in con- 
sidering the Bridge Canyon project, the 


DEC, 4, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


“power demand in southern California and 
Arizona,” comparing it with other projects 
“that could supply the demand.” 

These assertions were made by J. H. Guth- 
rie, acting secretary of the Federal Power 


Commission, in a letter written to Alma Da. 
vis, secretary of the river commission, in dis- 
cussing various aspects of an FPC hearing 
in Phoenix December Ist on the Bridge Can. 
yon project. 


Arkansas 


Utility Challenges Law 


AS 324 of 1935, which gives the state utili- 
ties commission regulatory authority over 
certain public utilities, is unconstitutional be- 
cause it burdens interstate commerce by tax- 
ing the gross earnings of corporations en- 
gaged in interstate commerce, lawyers for the 
Arkansas Louisiana Gas Company charged in 
an answer filed in circuit court last month. 

The answer was to a suit brought against 
the gas company by the state commission to 
collect $53,781.94 allegedly due in taxes under 
the act. The act levies a tax of two-fifths of 
one per cent on gross earnings for 1934 and 
each subsequent year. 

The gas company said all the gross earnings 
on which the commission is seeking to collect 
a tax under the suit were made on the sale of 
gas directly to local distribution systems or 
industrial users. It said it merely transported 
the gas from Louisiana to Arkansas for sale 
to these two types of consumers and delivered 
the gas to them in the same condition as it 
left Louisiana. 

It said that such a transaction was interstate 
commerce and since Act 324 made no distinc- 
tion between intrastate and interstate earnings, 
if was taxing interstate commerce. 


Defense Bond Purchase Plan 


Of cagee cca qenatl of a payroll deduction plan 
by which employees of the Arkansas Power 
& Light Company may buy defense savings 


bonds from their monthly earnings was an- 
nounced by C. S. Lynch, executive vice pres. 
ident, last month. “We believe that every one 
of our employees will welcome this voluntary 
method of participating in this plan of aiding 
a national defense program,” Mr. Lynch 
said. 

In a letter sent to all employees on Novem- 
ber 12th, the company said it earnestly hoped 
“that every regular employee will participate 
in the program because it not only provides 
a systematic saving fund, but will be of as- 
sistance in financing the defense program.” 

J. L. Bodie, treasurer, said that while the 
operation of the deduction plan will incur ad- 
ditional bookkeeping, the company feels it is 
justified in going into this plan because of the 
benefits to both employees and the government. 


Break in Gas Pipe Line 


LL large industrial consumers of gas in Fort 
A Smith and Van Buren were closed for 
several days last month, or were on a part- 
time basis, as a result of the break in a high- 
pressure pipe line of the Twin City Pipe Line 
Company in the Arkansas river bed. 

Some of the big firms affected had “dead 
fires’ burning in their furnaces and all had 
skeleton maintenance crews on the job. Heads 
of the industrial firms estimated that from 
1,200 to 1,500 employees were out of work 
on account of the gas shortage. It was said 
to repair the break would probably require 
several weeks, 


California 


Seek Raker Act Amendment 


 giewrrig nti of opposing factions in the 


recent Hetch Hetchy power bond cam- 
paign in San Francisco subsequently adjusted 
their differences and agreed upon a program 
for a united front in seeking amendment of 
the Raker Act. 

The program was unanimously adopted at 
a meeting in the mayor’s office, called by May- 
or Rossi and attended also by Walter H. Sul- 
livan, chairman of the committee to amend 
the Raker Act and defeat the power bonds; 
Walter A. Haas, president of the chamber of 
commerce; City Attorney John J. O’Toole; 
— aad of Public Utilities Edward C. 

ahill. 
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The meeting was called by the mayor in 
the wake of the defeat of the $65,500,000 power 
bonds by a nearly 2-to-1 vote at the November 
4th municipal election. The vote of the peo- 
ple rejected the proposal that the city acquire 
a municipal distribution system and put the 
city in the power business. 

Amendment to the Raker Act is being sought 
so as to permit San Francisco to sell Hetch 
Hetchy power under an agency contract, in 
the same manner as do all other municipali- 
ties and the Federal government from their 
power projects. 

Congressman Tom Rolph has introduced a 
bill in Congress to amend the Raker Act. He 
had introduced also a resolution to provide 
for a 3-year suspension of enforcement of the 
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court decision declaring San Francisco to be 
in violation of the Raker Act in selling power 
to the Pacific Gas and Electric Company. By 
stipulation of Federal authorities, the Federal 
District Court had permitted suspension of en- 
forcement of its decision until July 1, 1942. 


Fare Increase Sought 


, authorized to establish a 7-cent fare, offi- 
cials of the California Street Cable Rail- 
road Company were reported confident that 
the company would show a profit in 1942 for 
the first time in years—despite an estimated 
loss of 1,696,700 passengers anticipated as a 
result of the proposed rate increase. 

C. Waldo Coleman, president of the con- 
cern, so informed the state commission last 
month during a hearing on a petition for 
authorization to make the increase. Coleman 
estimated a profit of $20,117 on 1942 opera- 
tions if the petition is granted; testified that 
revenues have declined sharply since 1939; that 
dividends in recent years have been paid out 
of surplus earned prior to 1913. 

He declared the company has no present in- 
tention of ultimately replacing its cable cars 
with busses and added it was impossible to give 
adequate service and at the same time give 
stockholders some return on their money with 
continuance of a 5-cent fare. 


CIO Union Loses 


HE CIO Utility Workers’ Organizing 
Committee lost to Southern California 
Gas Company employees in the Redondo- 
Compton area in a National Labor Relations 
Board collective bargaining election, a tabu- 
lation of votes showed recently. 
The employees voted 125 to 116 in favor of 
the independent Pacific Gas Workers’ Union 
and against the CIO. It was the second board 
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election held on the claim of the CIO that it 
had a majority of the workers. 

At the first election 65 voted against any 
union, 62 for the indenendent union, and 106 
for the CIO. It was followed by the run-off 
election between the two unions. 


Gas Franchise Controversy 


N INE more dissents in a state railroad com- 
mission controversy over the form of 
commission order certifying gas and electric 
franchises recently granted the Pacific Gas and 
Electric Company by various northern Cali- 
fornia cities and counties were recorded last 
month. The dissenters, Commissioners Franck 
Havenner and Richard Sachse, stated their 
position briefly: 

“The language and effect of the commis- 
sion’s order are uncertain and ambiguous and 
fail to make definite whether an operating and 
service certificate is granted or whether the 
commission’s grant is confined to the mere cer- 
tification of the franchise permitting the oc- 
cupancy of streets, roads, and highways with- 
out conveying any operating or service rights. 

“We think the authority to make such grants 
of operating rights is exclusively vested in 
this commission and the commission should 
not, by implication, approve or certify any 
such unlawful franchise provision pertaining 
to operation.” 

The orders were signed by President C. C. 
Baker and Commissioners Ray L. Riley and 
Justus Craemer. Similar action last October 
produced open and bitter discord between ma- 
jority and minority unprecedented in commis- 
sion history. 

Last month’s orders certified franchises 
granted the PG&E by the following: San 
Bernardino, Kern, and Riverside counties, 
Maricopa, Visalia, Reedley, Manhattan Beach, 
and Delano. 


District of Columbia 


FPC Approves Rate Schedule 


HE Federal Power Commission on No- 

vember 15th announced its approval of a 
new agreement providing for a 9.8 per cent 
reduction in the rate for mixed gas sold by the 
Washington Gas Light Company to its affiliate, 
the Alexandria Gas Company, Alexandria, 
Virginia. The rate reduction was estimated at 
$14,065 annually in the wholesale rate of Wash- 
ington to Alexandria. 

The newly approved rate schedule, which 
became effective on November 15th, provides 
for the sale of mixed gas to the Alexandria 

ompany to satisfy the requirements of its 
distribution system in excess of production at 
Alexandria’s own manufacturing plant at a 
straight rate of 40 cents per thousand cubic 
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feet, subject to annual adjustment for operat- 
ing expenses and taxes. The new rate is to con- 
tinue in effect for an indefinite term, and is 
subject to cancellation upon sixty days’ notice 
by either party. 

Under the previous rate schedule, dated 
April 1, 1937, mixed gas was sold by Wash- 
ington Gas Light to the Alexandria Company 
at 35 cents per thousand cubic feet for gas 
delivered during the “off-peak” season from 
April Ist to November 15th and at a rate of 
65 cents per thousand cubic feet for deliveries 
from November 16th to March 3lst of each 
year. 

The Washington Company estimates that 
during the first year under the new rate sched- 
ule it will deliver to the Alexandria Company 
a total of 324,700 cubic feet of gas. 
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Indiana 


Indianapolis Gas Ruling 


Se U. S. Supreme Court on November 
10th held that litigation involving the city 
of Indianapolis and the Chase National Bank 
and the bonds of the Indianapolis Gas Com- 
pany has no place in the Federal courts be- 
cause there is no real diversity of citizenship 
between the contending parties. 

The city had asked the Supreme Court to 
reverse a seventh circuit court of appeals’ 
opinion holding that a 99-year lease executed 
in 1913, in which the Citizens Gas Company of 
Indianapolis took over the Indianapolis Gas 
Company, was binding on the city. This de- 
cision meant that the city, which later took 
over the Citizens Gas Company, owed Chase 
National, as trustee under an Indianapolis Gas 
mortgage, about $45,000,000 over a period of 
seventy-seven years, from 1935. 

The Federal District Court had held the 
lease invalid. This decision was reversed by 
the circuit court. 

Justice Frankfurter, delivering the opinion 
of the court, declared that the district court 
was without jurisdiction and that, therefore, 
the Supreme Court could not uphold the opin- 
ion of the circuit court. Federal jurisdiction, 
he said, was based, in this case, on supposed 
diversity of citizenship between the Indianap- 
olis Gas Company and Chase National Bank 
as trustee. 

But, he added, “What Chase wants In- 
dianapolis Gas wants and the city does not 
want. Yet the city and Indianapolis Gas were 
made to have a common interest against Chase 
when, as a matter of fact, the interests of the 
city and of Indianapolis Gas are opposed to 


one another. Therefore, if regard be had to 
the requirements of jurisdictional integrity, 
Indianapolis Gas and Chase are on the same 
side of the controversy not only for their own 
purposes but also for purposes of diversity of 
jurisdiction.” 

Justice Jackson delivered a sharp dissent for 
himself, Chief Justice Stone, and Justices Rob. 
erts and Reed. 


Hearing Set on Rate Agreements 


HE Federal Power Commission on No- 

vember 15th announced its order setting 
hearing on December 8th at Fort Wayne on 
rate agreements between the Panhandle East- 
ern Pipe Line Company, Michigan Gas Trans- 
mission Corporation, and Northern Indiana 
Public Service Company which, it was alleged 
in a petition filed by the state public service 
commission, may adversely affect rates to nat- 
ural gas consumers in Fort Wayne, Bluffton, 
Huntington, Decatur, Columbia City, Preble, 
Ossian, and South Whitley. 

The Indiana commission’s petition was filed 
pursuant to a complaint by Eva Simerman 
et al., charging that certain provisions and 
limitations in natural gas contracts among the 
three companies unjustly and unreasonably 
affect natural gas rates to consumers in the 
eight communities. The Simerman complaint 
requested that the state agency invoke the 
aid of the Federal Power Commission and 
that a hearing be held on the matters con- 
cerned. 

The state commission had asked that the 
Federal agency investigate charges that the 
rate contracts are unfair and discriminatory. 
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FPC Dismisses Proceedings 


HE Federal Power Commission on No- 
vember 10th announced its dismissal of 
show-cause proceedings concerning the failure 
of Iowa Union Electric Company, Keokuk, 
to comply with the original cost accounting re- 
quirements of the commission’s uniform sys- 
tem of accounts. 
The commission’s order of dismissal also 


canceled the hearing scheduled to have been 
held in Washington on November 10th on the 
matter. The order of dismissal followed con- 
sideration of a petition by the company re- 
questing approval of accounting adjustments 
in accordance with those proposed by the com- 
mission’s staff in a report on the original cost 
of the company’s properties. The order stated 
that such approval should not be construed as 
a finding with respect to original cost. 


Kentucky 


Asks Building Permit 


geome sce to construct a $4,000,000 gen- 
erating plant and erect 380 miles of trans- 
mission lines was asked last month by the 
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Eastern Kentucky Rural Electric Cooperative 
Corporation of Danville. A hearing was set 
for December Ist. ; 

The codperative said in its application to the 
state public service commission that Ford, 
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Clark county, on the Kentucky river, had been 
selected tentatively as the site for the plant. 
It proposed extension of service to 21 eastern 
Kentucky counties and, ultimately, to a total 
of 23,000 farms, schools, and churches. 

Smaller codperatives making up the new 
parent organization, the application said, now 
serve about 18,000 farm families. These co- 
dperatives were not listed by name but were 
described as distributing agencies for the new 
generating plant, if approved. 

The project, the commission was told, would 
be financed by the Federal Rural Electrifica- 
tion Administration and permission was asked 
to negotiate with that agency for an immedi- 
ate loan of $2,000,000 on a first mortgage note 
to launch construction. 

The Eastern Kentucky organization, a non- 
profit concern, expressed belief of a need for 
cheaper power in a sufficient quantity to meet 
both present and future needs of rural con- 
sumers. 

The proposed transmission lines, it was said, 
would parallel those of several utilities but 
would serve only members of the codperative 
and would not compete with the utilities. 

The proposed plant would have an initial 
capacity of 12,000 kilowatts and would be 
constructed to provide future expansion. 


OF EVENTS 
Co-ops Plan Purchase 


Puss for rural electric codperatives to buy 
the Albany, Fordsville, and Whitesville 
plants of the Cumberland Utilities Company 
were outlined to the state public service com- 
mission on November 10th. Commission 
Chairman John Kirtley said the plans were 
revealed at a hearing on Albany complaints 
that the rates there were too high and the serv- 
ice unsatisfactory. 

Kirtley said the commission was informed 
Federal funds had been promised definitely for 
purchase of the Albany plant by the South 
Kentucky Rural Electric Codperative. He 
added that the Meade County Electric Co- 
Operative soon expected to receive Federal 
funds to buy the Fordsville plant and the Green 
River Electric Codperative expects to get Fed- 
eral money to enable it to acquire the Whites- 
ville plant. The latter two plants are near 
Owensboro, 

“The rates charged at Albany are about the 
highest in the state,” Kirtley added, “and if 
the sales have not been finally approved by 
December 20th we are going into a detailed 
inquiry with a view to ordering them lowered.” 
He said the minimum charge at Albany is 
$1.25 for 10 kilowatt hours, 


B 
Michigan 


Gas Rate Cut Brief Filed 


HE Michigan Consolidated Gas Company, 

on November 12th demanded a reduction 
of 334 per cent in the wholesale rate for 
natural gas distributed in the Detroit area. 
Park Chamberlain and Henry A. Montgom- 
ery, counsel for the company, filed with the 
Federal Power Commission at Washington a 
brief contending that the present average rate 
of 32 cents a thousand cubic feet gave the 
Panhandle Eastern Pipeline Company, the 
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wholesaler, a return of at least 9 per cent on 
the book value of its property. 

Estimating Panhandle received $10,000,000 
a year from the Detroit area, the attorneys 
suggested this could be reduced $3,229,000 and 
still allow Panhandle a 64 per cent return on 
prudent investment without deduction for de- 
preciation, amortization, or depletion. 

Besides its own complaint against Pan- 
handle, Michigan Consolidated has joined with 
Detroit in the city’s petition for reduced pipe- 
line rates. 


Minnesota 


Car Fare Increased 


Guee car riders in St. Paul, Minneapolis, 
and South St. Paul were reported con- 
fused over the abrupt increase in fares allowed 
recently by the state railroad and warehouse 
commission. The St. Paul council also was 
said to be in almost as much confusion as to 
what to do about the increase. The commis- 
sion made public an order for the fare increase 
at 7 p. M. November 6th, putting it into effect 
at midnight. The commission gave no notice 
to the city of St. Paul, a litigant in the case, 
until November 7th. 

As a result, many riders, including some 
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school children, who attempted to buy tokens 
at the old rate of 6 for 45 cents, were con- 
fronted for the first time by conductors with 
news that the increase to 6 tokens for 50 cents 
had been allowed by the commission. 


Receives Second Application 
A NEw formal application for permission to 
provide natural gas service for industry 
in St. Paul was received last month by the 
city council from the Minnesota Gas Corp. 
It was the second such application in two days. 


The application asked immediate granting of 
a one-year permit for operations. 
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Mississippi 


Cooperative Cuts Prices 


T= Alcorn County Electric Power Asso- 
ciation of Corinth has reduced its mem- 
bership prices from $40 to $25 and is return- 
ing $28,000 to its 2,203 members, it was an- 
nounced last month by the TVA office in 
Knoxville, Tennessee. 

The reduction was the fourth made by the 
cooperative since it began business on June 1, 


1934, with membership costs placed at $100, 

During the seven and a half years of opera- 
tion, profits also have enabled the codperative 
te reduce rates, pay off purchase price of the 
plant of $114,633; increase rural lines from 12 
to 143 miles, build a combined office, garage, 
and storeroom building; increase value of the 
plant to $350,000 by expansions and improve- 
ments ; and set aside a substantial cash reserve, 
according to the TVA statement. 


Missouri 


Wins Tax Suit 


| eran received by Missouri corpora- 
tions from corporations outside the state 
are not subject to the Missouri income tax, 
Circuit Judge William B. Flynn held on No- 
vember 5th in setting aside assessments total- 
ing $95,058 against Union Electric Company 
of Missouri for 1937 and 1938, based on divi- 


dends received from subsidiary companies. 

Judge Flynn’s ruling followed a judgment 
of Division 1 of the Missouri Supreme Court 
last December, which knocked out a $75,201 
assessment against Union Electric in 1936, 
based on dividends received from subsidiaries 
outside Missouri. The state supreme court 
ruled that stock certificates held in Missouri 
were mere evidence of ownership. 


5 
Ohio 


Plan Gas Pipe Line 


HE East Ohio Gas Company, serving many 

Tl meee industries and densely populated 
centers in northeastern Ohio, announced re- 
cently that an affiliated concern was preparing 
to build a $30,000,000 pipe line from Louisiana 


to Charleston, West Virginia, to augment gas 
supplies for both companies. 

The Hope Natural Gas Company, of West 
Virginia, which supplies East Ohio with 77 
per cent of its fuel, would file a formal ap- 
plication with the Office of Production Man- 
agement for priorities on steel needed. 


Oregon 


Voluntary Wage Increase 


VOLUNTARY wage increase for all 1,053 em- 
A ployees of the Portland Traction Com- 
pany of 2 cents an hour went into effect 
November 16th, Gordon G. Steele, general 
manager, announced last month. The com- 
pany’s offer of a higher wage, not required 
by their current agreement with organized 
employees, was made to help workers meet 
increased costs of living, Steele said. 

Paul E. Gurske, business manager of the 


Streetcar Men’s Local No. 757, reported the 
offer had been accepted. 

The platform men’s agreement, which is 
dated until March 31, 1942, called for a 1- 
cent hourly increase which became effective 
September Ist. With the voluntary increase of 
2 cents, the hourly rate will be 88 cents. 

The company’s offer, made after employee 
groups pointed out rising costs of living, ap- 
plies to organized and unorganized workers, 
including shop men, track men, and office staff, 
Steele said. 


Pennsylvania 


FPC Institutes Investigation 


HE Federal Power Commission on No- 
vember 10th announced its order institut- 
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ing investigation to determine the reasonable- 
ness of the wholesale rates for electric energy 
sold * the Rockland Light & Power Com- 
pany, Nyack, New York, to its wholly owned 
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affiliate, Pike County Light & Power Com- 
pany, Milford, Pennsylvania. 

The order followed consideration of a peti- 
tion filed October 11th by the Pennsylvania 
Public Utility Commission asking that the 
FPC (1) determine the just and reasonable 
rates, charges, classifications, rules, regula- 
tions, practices, or contracts to be observed 
and enforced with relation to the transmis- 
sion and sale of electric energy by Rockland 
Light & Power Company to Pike County Light 
& Power Company and fix same by order; and 
(2) investigate facts, conditions, practices, and 
matters pertaining to such transmission and 
sale and make the results of the investigation 
available to the Pennsylvania commission. 


e 


Rhode 


Warns of Priorities Curbs 


cue C. Moore, president of the Nar- 
ragansett Electric Company, expressed be- 
lief last month that recent regulations of the 
Supply Priorities and Allocations Board “will 
affect in many instances the ability of the com- 
pany to connect new homes or businesses, or 
to increase service to present customers unless 
a preference rating can be obtained which will 
enable the company to secure the necessary 
materials.” 

Mr. Moore warned that “in order to avoid 
unnecessary loss” customers or prospective 
customers “considering new or additional 
service for homes, stores, shops, or other pur- 


poses,” should consult with the company before ' 


making changes or starting construction which 
would require the use of materials by the com- 


pany. 


bg 


OF EVENTS 


According to the petition, Pike County pur- 
chases all of its energy requirements from the 
Rockland Company across the New York- 
Pennsylvania state line at rates which are sub- 


ject to the jurisdiction of the Federal Power 


Commission. 

The charges of Rockland to Pike Coun- 
ty, the petition stated, constitute a large 
portion of the operating expenses of Pike 
County and proper determination by the Penn- 
sylvania commission of the rates of Pike 
County to Pennsylvania consumers, pursuant 
to an investigation instituted by the state 
agency on September 16, 1941, depends to a 
large extent upon the propriety of the inter- 
state rates. 


Island 


In his opinion, Mr. Moore said, the SPAB 
regulations “will severely restrict the Nar- 
ragansett Electric Company as well as other 
public utilities in the use of various supplies 
and materials except as to projects for national 
defense or in the interests of public health 
and safety.” 

He pointed out that provision had been made 
in the present regulations for materials neces- 
sary for maintenance and operation of the 
company’s system which should enable the 
company to maintain the existing standard of 
service to its present customers. 

The company will endeavor to handle the 
situation so as to cause as little hardship as 
possible, Mr. Moore said, asking “the codp- 
eration of the company’s customers in the 
company’s compliance with the new regula- 
tions, which are in the interest of national 
defense.” 


Tennessee 


To Supply Alcoa with Gas 


urtis B. Dall, director of the Tennessee 
Gas & Transmission Company, last month 
confirmed a report that the newly organized 
pipe-line firm had contracted to supply all nat- 
ural gas requirements of the Aluminum Com- 
pany of America at its Alcoa, Tennessee, op- 
erations. 
The Tennessee Gas & Transmission Com- 


* 


pany is seeking to construct, within the next 
six to eight months, a 20-inch high-pressure 
pipe line, 800 miles long, from the natural gas 
producing area of southern Louisiana into the 
central and eastern sections of Tennessee. The 
probable cost of the line has been estimated at 
about $22,000,000. 

Dall declined specific comment on financing 
arrangements, saying only that negotiations 
were proceeding satisfactorily. 


Texas 


Expansion Plan Rejected 


Te Dallas Power & Light Compan 
have to make a third attempt an 


will 
also 
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make some concessions to the city if it is to 
get permission to spend $2,260,000 enlargin 
generating facilities at the Mountain Cr 
Lake power plant, city councilmen decided last 
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month when they rejected the proposal for a 
second time. 

After another long conference with execu- 
tives of the power company and municipal 
government, councilmen met briefly on No- 
vember 7th and in short order disapproved 
the proposal without prejudice to resubmis- 
sion. Motion to disapprove was made by Coun- 
cilman Hal Noble with the statement, “be- 
cause we have no definite knowledge of ade- 
quate protection for the ratepayers” in the 
company’s plan. 

Utilities Supervisor Frank R. Schneider has 
insisted successfully twice that the city should 
not approve the expansion unless the company 
makes far-reaching concessions to protect the 
rate structure from becoming possibly over- 
loaded to the point where future rate reduc- 
tions would be impossible and a rate increase 
might be possible. 

Company officials insist Dallas will have a 
power shortage in 1944 unless facilities are in- 
creased, and they say at least some parts of 
Schneider’s plan are not in keeping with their 
franchise. 


State Gas Tax Studied 


RMED with Attorney General Gerald C. 
A Mann’s opinion that the price of Texas 
natural gas sold in Chicago, Detroit, and other 


out-of-state cities can be used as a basis for 
market value, the state comptroller was re. 
ported recently to be considering new tax rules 
which would bring some $500,000 more annual. 
ly to the state treasury. 

The tax on natural gas is 5.2 per cent of the 
market value of the gas. 

If the courts uphold the new rules based on 
Mann’s opinion, Comptroller George Sheppard 
estimated back taxes amounting to about $1,- 
500,000 can be collected on gas produced and 
taxed at too low market value valuations. 

J. Nelson Brown of the gas tax division had 
suggested six rules for collection of the tax 
and the attorney general selected as the cor- 
rect method one which derived market value 
in this manner: 

“Take the gross receipts received for the 
gas at its ultimate wholesale destination and 
subtract therefrom all costs of transportation, 
and allow in addition thereto 8 per cent re- 
turn on invested capital, the remaining figure 
being the value of the gas at the well.” 

The gas companies which would be heaviest 
hit by the new method of figuring market value 
would be three big firms which export well 
over forty billion feet of gas a year. The at- 
torney general’s opinion assumes, in effect, that 
the gas produced in the Panhandle by one of 
these large exporting companies has no mar- 
ket value in the Panhandle. 


Virginia 


Power Tie-in 


We only three weeks’ supply of water at 
Danville’s hydroelectric station in Pa- 
trick county, the city council last month ten- 
tatively approved a working agreement with 
the Appalachian Electric Power Company by 
which the city in an emergency would tie in 
with that system for principal power, Danville 


selling that company surplus power when the 
city has a full water supply. 

It was determined that Danville could buy 
power from the Appalachian Power Company 
cheaper than it could be generated at the city 
steam plant and the virtue of the tie-in would 
be the obviation of the hour and a half’s pause 
in service while steam is generated in the 
power plant. 


Washington 


Asks Rate Increase 


i Seattle Gas Company is faced with 
the possibility of an early receivership 
unless the state department of public service 
grants its request for an increase in rates im- 
mediately, James F. Pollard, president and 
general manager, testified last month as the 
department’s rate hearing opened in Seattle. 

Under a complete new schedule, filed on 
November 12th, the company is seeking rate 
increases to add $160,000 a year to its in- 
come. The increases would affect both resi- 
dential and commercial customers. 

Asked by the company’s counsel, DeWolfe 
Emory, why the request for relief was made 
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so urgent, Pollard replied that there not only 
“is a threat to continued operations, but also 
a threat of an early receivership if relief is 
not granted at once.” 

Pay raises and an oil-price increase will total 
roughly $125,000 a year, Pollard added, and 
the company’s net return last year was only 
$100,000. Pollard said the company also must 
pay $3,000 a year more in rent on various 
properties next year. 

Pollard said the Boeing Aircraft Company's 
requirements alone, amounting to as much as 
9,000,000 cubic feet a month during the past 
year, are likely to be increased during the next 
year, and thirty-five to forty other plants en- 
gaged in defense work are company customers. 
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Utility Rulings 


Submission of Simplification Plan Not a 
Bar to § 11(b) Proceeding 


HERE a registered holding com- 
pany, pursuant to § 11(e) of the 
Holding Company Act, has filed a plan 
for the divestment of control of sub- 
sidiaries, this does not, according to a 
decision of the Securities and Exchange 
Commission, deprive the commission of 
its statutory authority to institute pro- 
ceedings against the company under 
§ 11(b) and to take evidence in such 
proceedings. The two proceedings, since 
they involve common questions of law 
and fact, may, however, be consolidated 
in order to save time, effort, and expense. 
The commission, in making this rul- 
ing, observed that it did not have before 
it the question whether it had statutory 
authority to issue a final order requiring 
the respondent to take definitive action 
pursuant to § 11(b) while a § 11(e) 


plan previously submitted awaited com- ' 


mission action, and the commission was 
not at the time passing upon that ques- 
tion. 

Nothing was found in the specific 
language of the statute which would 
support a contention that the institution 
of § 11(b) proceedings must be delayed 
by reason of the filing of the § 11(e) 
plan. The affirmative implications of the 
statutory provisions were said to be di- 
rectly to the contrary as the commission 
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is required ‘“‘as soon as practicable” to 
require compliance. 

The further ruling was made that the 
commission could institute the § 11(b) 
proceeding without awaiting a final de- 
termination of § 11(b) proceedings 
pending against subsidiaries of the hold- 
ing company. Relevant portions of the 
records in proceedings against subsidiar- 
ies might be stipulated into the record of 
proceedings against the holding com- 
pany. 

A further question arose because of a 
contention by a holding company that, by 
virtue of §§ 11(a) and 30 of the act, it 
was entitled to a report of the commis- 
sion’s investigations and a statement of 
the commission’s recommendations and 
tentative conclusions concerning com- 
pliance with § 11(b) (1) before the com- 
mission proceeded further under that 
section. The commission, however, held 
that no such right existed, but that the 
issuance of a statement of tentative con- 
clusions was a matter of the commission’s 
discretion. In this case the original notice 
and order for hearing was said to be 
wholly adequate to apprise the company 
of the issues raised, and tentative con- 
clusions would not serve to expedite 
matters. Re United Corp. (File Nos. 
54-33, 59-25, Release No. 3109). 


Exemption of Securities from Competitive 


Bidding Rule 


N application by Louisville Gas & 
Electric Company under § 6(b) of 
the Holding Company Act for an exemp- 
tion of the issuance and sale of 150,000 
shares of common stock at a price of 
$23.50 per share to any who might buy, 
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with concessions to registered dealers 
signing dealer contracts, in the amount 
of 75 cents per share, was granted by the 
Securities and Exchange Commission. 
A request was also made for a finding 
pursuant to Rule U-50(a)(5) exempt- 
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ing the issuance and sale of these securi- 
ties from the competitive bidding re- 
quirements of Rule U-50(b) and (c). 
This request was granted over objections 
by certain securities dealers in the city 
of Louisville. The commission declared : 


The question for decision is whether the 
company has brought itself within that gen- 
eral exemption. For the reasons stated be- 
low we find that submission of the issue to 
competitive bidding is not “necessary or ap- 
propriate in the public interest or for the 
protection of investors or consumers to as- 
sure the maintenance of competitive condi- 
tions, (or) the receipt of adequate consider- 
ation.” As there is to be no underwriting, 
we do not have a case where the issuer is 
dealing with friendly bankers on terms 
which may be less than arm’s length; and as 
the company is willing to sell to all who will 
buy, we do not believe that competitive bid- 
ding is necessary in this case to “assure the 
maintenance of competitive conditions.” 
Moreover, we are satisfied that competitive 
bidding is not necessary for us to determine 
in this case that the issuer is receiving ade- 
quate consideration. 

The company desires to avoid the payment 


of an underwriting fee. We find no ap. 
propriate basis for disapproving this. More. 
over, the company wishes to market the 
shares locally, which we think is in line 
with the objectives of the act. 

At the oral argument before us on the 
competitive bidding question, representatives 
of Louisville dealers protested against the 
company’s method of distributing these 
shares. However, the record indicates that 
as a measure of codperation with the deal- 
ers, the company was willing if it received 
substantial codperation from local dealers 
to put the names of the dealers on its pros- 
pectus as well as its advertisements and let- 
ters to stockholders advising of the offering, 
and to confine its activities to receiving such 
orders as may come to the company offices, 
The company has insisted, however, that it 
retain the right to engage actively in selling 
the stock if it should seem to it proper to do 
so in the future. Under these circum- 
stances we feel that the applicant has estab- 
lished conformity with the requirements of 
the rule, and that no further terms or condi- 
tions should be imposed under § 6(b). 


Re Louisville Gas & Electric Co. (File 
No. 70-405, Release No. 3086). 


& 


Expense of Unauthorized Type fo Gas 


Eliminated in Rate Making 


| opmde ce a ruling by the Ohio Su- 
preme Court that rates for gas sup- 
plied to consumers in Columbus, Ohio, 
should be based upon the expense of 
natural gas without including the ex- 
pense of “manufactured inert and re- 
formed gas,” mixed without authority, 
the Ohio commission established new 
rate schedules. Determinations as to the 
various items of expense and the method 
of computing the natural gas supplied 
were based on figures and data taken 
from the record with the exception of the 
percentage of rate case expenses assign- 
able to the procurement of evidence, the 
preparation of exhibits and submission 
of evidence, briefs, and argument re- 
lating to inert and reformed gas. On this 
point the commission said: 

We have eliminated 40 per cent of the rate 
case expense assignable to this item because 
of the large amount of time consumed and 
expense incurred in the attempted defense 
by the company of this practice of adulter- 
ating their natural gas. The percentage of 
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rate case expense attributable to this prac- 
tice must be eliminated even though it is not 
susceptible to exact mathematical calcula- 
tion. It must, however, be borne in mind 
that the burden rests heavily upon the com- 
pany under these circumstances. The court, 
in its opinion, places an admonition upon 
the company by calling this a “surreptitious 
practice” and it is axiomatic that no one 
may profit by his own wrongdoing. We 
therefore feel that the assignment of 40 per 
cent of the total rate case expense to this 
item is a very conservative apportionment. 


Commissioner Dunlavy, in a noncon- 
curring and separate opinion, said that 
he could not concur in the deduction of 
40 per cent in rate case expense for the 
reason that it was “purely an arbitrary 
figure established without foundation 
and based upon no evidence whatsoever.” 

The commission proceeded on the 
theory that the company furnished a hy- 
brid product which contained 6.48 per 
cent of an unburnable element for which 
the consumers had to pay on the same 
basis as though they were receiving 
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natural gas. They were, therefore, re- 
ceiving only 93.52 per cent natural gas, 
whereas they were entitled to 100 per 
cent natural gas, and it was said a rate 
must be fixed on such a basis. The com- 
mission made its determination on the 
basis of the natural gas supplied, elimi- 
nating items of expense connected with 
the procurement and distribution of the 
inert reformed gas. Expenses connected 
with the procurement and distribution 
of the manufactured gas and stabilizing 
gas production expenses were also 
eliminated. 

Commissioner Dunlavy disagreed with 
the calculations of the commission, stat- 
ing that the formula used was not a prop- 


er or legal formula but a hypothesis “at 
war with reality.” He said that the legal 
formula in fixing a rate is to divide the 
total cost of service by the total number 
of units of gas furnished, which in this 
case was 1,000 cubic feet of gas. Under 
the formula used, he said, it was assumed 
that an equal number of units of 100 per 
cent natural gas would be transported 
and delivered, but that there was nothing 
in the record to show how many units of 
100 per cent natural gas would have been 
required had natural gas been furnished. 
Columbus Gas & Fuel Co. v. City of 
Columbus (Nos. 9149, 9150). For the de- 
cision by the court, see 40 PUR(NS) 
184. 


= 


Evidence As to Character of Applicant 


HE Pennsylvania commission held 

that an examiner had erred in sus- 
taining objections to a line of cross-ex- 
amination of an applicant for an opera- 
ting certificate where the examination 
was for the purpose of showing that the 
applicant had participated in a fraudulent 
transaction. The commission said: 


The character of an applicant is a matter . 


considered by this commission in determin- 
ing whether or not he is a fit and proper per- 
son. By virtue of § 203 and the other broad 
powers granted this commission by the Pub- 
lic Utility Law, we may refuse to issue a cer- 
tificate of public convenience to one whose 
character is questionable and impresses us as 
being unfit to receive a certificate. In Re 
Freeman (January 10, 1938) Application 


Docket 21162, Folder 3, we refused to issue 
a certificate of public convenience where the 
applicant was considered unfit because of a 
questionable character. 

In the instant case the protestant has 
charged the applicant with being involved in 
a fraudulent transaction. The supreme court 
of Pennsylvania has ruled that in the inves- 
tigation of fraud great latitude is permitted 
in the admission of evidence: Schnurman v. 
Hillegas, 276 Pa 556, 562. Furthermore, ad- 
ministrative agencies are essentially fact- 
finding bodies and the rules of evidence need 
not be strictly enforced: Solar Electric Co. 
v. Public Utility Commission (1939) 137 Pa 
ja Ct 325, 31 PUR(NS) 275, 9 A(2d) 
447. 


Re Moyer (Application Docket No. 
59666). 


= 


Interstate Character of Pick-up and 
Delivery Service at Terminals 


A of opinion developed 
among the members of the Pennsyl- 
vania commission upon an application by 
a motor carrier performing a pick-up and 
delivery service for interstate carriers for 
authority to continue such service. The 
majority pointed out that under the Fed- 
eral Motor Carrier Act Congress had ex- 
pressly relieved carriers of the necessity 
of securing a certificate from the Inter- 


state Commerce Commission where oper- 
ation is solely within a state and such 
a carrier has obtained a certificate from 
a regulatory body having authority to 
grant or approve such certificate. The 
commission concluded that, the appli- 
cant’s operations being solely between 
points in Pennsylvania and the public 
convenience and necessity being served, 
the certificate should be granted. 
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Commissioner Morgal, in a dissenting 
opinion, concurred in by Commissioner 
Buchanan, expressed the view that the 
motor transportation involved was whol- 
ly interstate in character and therefore 
the application should be dismissed for 
lack of jurisdiction. He pointed out that, 
while operations were conducted wholly 
within the commonwealth of Pennsyl- 
vania, the function performed merely 
constituted a link in the chain of a com-i 
plete interstate movement initiated and 
consummated by an interstate line-haul 
carrier. The relationship between the ap- 
plicant and the interstate carriers was 
contractual. He made no charge to the 
shipping public, the charge for the move- 
ment performed being merged with, and 
absorbed by, the interstate line-haul 
carrier. 

Commissioner Morgal, after discuss- 
ing authorities in support of his opinion, 
said in part: 


From a consideration of these and related 
cases, I am of the opinion that where freight 
from outside Pennsylvania is destined to a 
point within the state of Pennsylvania, and 
the shipment to the ultimate destination was 
within the original contemplation of the 
shipper, and the mere stoppage or change of 
carrier at Pittsburgh was incidental to the 
completion of the shipment, such transporta- 
tion constitutes interstate commerce. Con- 
versely, where freight from within a point 
in Pennsylvania is destined to a point outside 
the state, and the shipment to the ultimate 
destination was within the original contem- 
plation of the Pennsylvania shipper, and the 
mere stoppage or change of carrier at Pitts- 
burgh was incidental to the completion of the 
shipment, such transportation constitutes in- 
terstate commerce. 

A careful reading of the Public Utility 
Law makes it clear that an interstate carrier 
need not obtain a certificate of public con- 
venience from the Pennsylvania Public 
Utility Commission before engaging in inter- 
state commerce. within this commonwealth. 


Re North (Application Docket No. 
25880, Folder 3). 


7 


National Defense Requires Train Discontinuance 


A PETITION by the Union Pacific Rail- 
road Company for authority to dis- 
continue the operation of certain passen- 
ger trains was granted by the Montana 
board upon a finding that continued 
operation would prevent the company 
from giving full aid to the national de- 
fense program of the United States gov- 
ernment. There was proof that railroad 
equipment, supplies, and manpower 
used on these trains were needed in order 
to supply defense needs in and about 
Ogden, Salt Lake City, and near West 
Yellowstone, Montana, as well as at other 
points in the district. Evidence was pre- 
sented showing delays in freight move- 


e 


ments due to lack of steam power. No 
evidence relating to convenience and 
necessity was presented. The board 
said: 


The board feels that the national defense 
program of the United States is paramouat 
and that every effort and sacrifice necessary 
thereto should be made by the railroads, their 
employees, and the public. All should codp- 
erate with patriotic fervor to the fullest ex- 
tent in such defense program. No obstacles 
should be placed in its path. It is assumed, of 
course, that sacrifices will have to be made, 
but they should be, and no doubt will be, ac- 
cepted cheerfully and without complaint. 


Re Union Pacific Railroad Co. (Docket 
No. 3388, Report and Order No. 1779). 


FPC Determines Actual Original Cost 
Of Alabama Power Project 


DETERMINATION under § 4(b) of the 
Federal Power Act of the actual 
legitimate original cost of the Martin 
dam project of the Alabama Power Com- 


pany was made by the Federal Power 
Commission in an opinion dealing with a 
large number of controverted items. 
Many items were disallowed because the 
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company had failed to produce evidence 
in support of them, Others were allowed 
or disallowed because of various prin- 
ciples involved. 

The cost of nonproject land was elimi- 
nated except as to certain items for which 
justification was made. Certain parcels 
lying outside the project boundaries, as 
fixed by an earlier order based upon 
maps filed by the licensee, were allowed 
upon a showing that these parcels were 
acquired for various reasons, including 
an error in the preliminary surveys. 

Where lands had been acquired for a 
stated consideration, which the licensee 
by separate agreement of the same date 
agreed to pay by charging monthly power 
bills under existing contracts, it was 
ruled that the amount to be allowed was 
not limited to the actual cost to the li- 
censee of the power thus furnished. The 
money value of the consideration was to 
be allowed. Items relating to security is- 
sues were disallowed as being part of the 
cost of money rather than project cost. 


The difference between market value and 
par value of preferred stock given in 
part payment and the appraised value of 
property was disallowed. 

Among items disallowed were the cost 
of service emblems to employees, mem- 
bership fee in Associated Industries of 
Alabama, profits to affiliates, bonuses de- 
clared at the option of the company, en- 
tertainment expense (aside from expense 
applicable to necessary business guests), 
photographic expenses incident to proj- 
ect dedication, and expenses not charge- 
able to the project but to the operations 
of the company. 

Among items allowed were group life 
insurance expense, expenses of flant 
tests and trial runs of water wheels, gen- 
erators, and other equipment, rentals of 
camp-site leases for construction pur- 
poses, expense of malaria control, and 
payments for county roads and bridges 
required under local law. Re Alabama 
ug Co. (Opinion No. 64, Project No. 

49). 
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Competing Telephone Service Permitted 


TELEPHONE company was authorized 


to extend its lines to proposed sub- ' 


scribers residing in an area served by an- 
other exchange although the company 
had failed to give the existing company 
the required notice of an intent to extend 
this service. Such failure was inadvert- 
ent and due in part to the past practice 
of the commission of serving such 
notices on other utilities. The proposed 
subscribers had their social and business 
relations with the community served by 
the applicant. 

The commission, in mentioning the 
failure to give the required notice of the 
extension, said: 

We have condemned illegal extensions by 
public utilities (Investigation on Motion of 
the Commission of a Proposal by Common- 
wealth Telephone Company to Extend Its 
Lines in the Towns of Ridgeway and 
Brigham, Iowa County, 2-T-879, decided 
August 23, 1941) and our action in this case 
should not be construed as approving viola- 
tion of the law. However, it appears here 
that failure to serve the required notice was 
entirely inadvertent and due in part at least 
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to the past practice of the commission of 
serving such notices on other utilities. 
These are mitigating circumstances not pres- 
ent in the cases cited. 


The proposed subscribers, testifying 
on behalf of the new company, stated 
that they had used the service of the pro- 
testing company and that service had 
been discontinued because it was unsatis- 
factory and failed to meet their needs. 
There was offered evidence showing that 
when the service had been discontinued 
the subscribers were indebted to the com- 
pany, but this was rejected as being im- 
material to the issues in the case. 

The chairman of the commission 
wrote a dissenting opinion, feeling that 
such extension would serve merely the 
private interests of the three proposed 
subscribers demanding the service. He 
mentioned that if invasions of territory, 
as proposed, merely on the testimony of 
the private convenience of the prospec- 
tive subscribers, are permitted, the in- 
vestments of all small telephone com- 
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panies throughout the state will be seri- 
ously jeopardized. 

The chairman said that without giving 
notice to the existing telephone company 
of an intention to extend its lines, as re- 
quired by law, the new company illegal- 


ly made such extension and was applying 
to the commission for a validation of this 
illegal act. He said the commission has 
condemned this procedure and he reit- 
erated his condemnation. Re Eau Claire 
County Telephone Co. (No. 2-T-784), 


7 


Local Consent Required before Certificate 
Granted 


PoN further proceedings relating to 

the application of a water company 

for authority to continue operation, the 

Missouri commission affirmed a former 

finding that the case should be dismissed 

because of a failure to show that the 

company had received the consent of the 

county court to place its water mains 

and pipe lines along and across roads in 
an unincorporated area. 

The applicant argued that the statute 
did not require that consent of the proper 
municipal authorities be obtained as a 
condition precedent to the granting of a 


certificate of convenience and necessity. 
It contended that § 5193, Mo. Rev. Stat. 
(§ 5649, Mo. Rev. Stat. 1939) is con- 
fined to areas within the corporate limits 
of incorporated cities, towns, and vil- 
lages. The commission rejected this 
argument, stating that for many years 
back it had consistently required a show- 
ing that the applicant has secured the 
consent of what is considered proper mu- 
nicipal authority before granting author- 
ity to own, lease, construct, maintain, 
and operate any public utility system. Re 
Southwest Water Co. (Case No. 9949). 


e 


Other Important Rulings 


HE Securities and Exchange Com- 

mission granted an application by a 
subsidiary of a registered holding com- 
pany under § 6(b) of the Holding Com- 
pany Act to issue and sell bonds to 
refund outstanding bonds, to pay a bank 
loan, and to pay an indebtedness of a 
subsidiary of the applicant, where the 
subsidiary was an integral part or de- 
partment of the applicant, the notes were 
endorsed by the applicant, and the sub- 
sidiary would be liquidated upon the 
consummation of the refunding. Re 
Keyes Fibre Co. (File No. 70-396, Re- 
lease No. 3059). 


The Federal Power Commission, on 
rehearing, reaffirmed its order in 37 
PUR(NS) 193, wherein it held that the 
Hartford Electric Light Company, be- 
cause of the ownership and operation of 


facilities producing current sold to an- 
other company for transmission or sale in 
interstate commerce, was a public utility 
within the meaning of the Federal 
Power Act and subject to the commis- 
sion’s accounting order. Re Hartford 
Electric Light Co. (Opinion No, 58-A, 
Docket No. IT-5560). 


The Pennsylvania commission held 
that authority to operate a motor carrier 
service between certain cities may 
properly be granted without first giving 
an opportunity to an existing carrier 
serving the same area to improve its 
service, where the present carrier fails 
to give the public service to which it was 
entitled until application was made for 
authority to render the competing serv- 
ice. Re Follmer Trucking Co. (Applica- 
tion Docket No. 24885, Folder 5). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Monopoly and competition—border-line ter- 
ritory, 277; exclusive nature of certificate, 
313; telephone extension, 277. 

sh aan cana production of papers, 


Public utilities—transportation of fellow em- 
ployees, 318 

Return—water utility, 292. 
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bonds, 285; price and terms of payment, 
288; sales to employees, 288. 
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SECURITIES AND EXCHANGE COMMISSION 


Re International Utilities Corporation 


[File No. 59-27, Release No. 3047.] 


Commissions, § 30 — Jurisdiction — Constitutionality of statute. 
1. The Securities and Exchange Commission has no authority to pass on 
the constitutionality of the Holding Company Act, which it is called upon 
to administer, 258. 


Intercorporate relations, § 19.8 — Simplification of holding company system — 
Notice — Adequacy. 

2. Notice of, and order for, hearing duly served on a registered holding 
company by registered mail, published in the Federal Register, distributed 
to the press, and mailed to those on the Commission’s mailing list is ade- 
quate notice to the holding company and its security holders in a proceed- 
ing for corporate simplification under § 11(b)(2) of the Holding Com- 
pany Act, 15 USCA § 79k(b) (2), p. 259. 


Intercorporate relations, § 19.8 — Simplification of holding company — Procedure 
— Order as to distribution of voting power. 
3. A motion by the Public Utilities Division of the Commission, in a pro- 
ceeding under § 11(b)(2) of the Holding Company Act, 15 USCA § 79k 
(b)(2), for an order requiring a respondent holding company to amend 
its corporate charter and redistribute voting power should be denied, with- 
out prejudice to renewal at the close of the hearing, where it appears that 
the problem of the equitable distribution of voting power should be con- 
sidered together with, and in relation to, the alleged complications in the 
corporate structure of the respondent and the respondent’s holding com- 
pany system, p. 259. 
[October 1, 1941.] 


OTIONS in proceeding for corporate simplification under 
M § 11(b)(2) of the Holding Company Act; motions 
dented. 


¥ 


APPEARANCES: F. Arnold Daum set forth various allegations of fact 
and Frank L. Gillis, for the Public based on the Commission’s examina- 
Utilities Division of the Commission; tion of the respondent’s corporate 
Garey & Garey, by Eugene L. Garey, structure and on a report of the Pub- 
of New York, for the respondent. lic Utilities Division dated June 17, 

1941, which report was by reference 

By the Commission: This is a made part of the order. The notice 
proceeding under § 11 (b) (2) of the and order further stated that on the 
Public Utility Holding Company Act basis of the Commission’s examina- 
of 1935, 15 USCA § 79k (b) (2). tion and the staff report it appeared to 
The notice of, and order for, hearing the Commission that: 
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“5. The corporate structure of In- 
ternational Utilities Corporation is un- 
duly and unnecessarily complicated 
and unduly and unnecessarily compli- 
cates the structure of International 
Utilities Corporation holding compa- 
ny system. 

“6. Voting power is unfairly and 
inequitably distributed among the se- 
curity holders of International Utili- 
ties Corporation.” 

The matter was set for hearing to 
determine (1) whether the allegations 
of fact in the order are true and ac- 
curate; (2) what steps respondent 
should take to remove the undue and 
unnecessary complications in its cor- 
porate structure; (3) what steps re- 
spondent should take to insure the fair 
and equitable distribution of voting 
power among its security holders; and 
(4) what action, if any, is required 
by respondent to effect complete com- 
pliance with § 11 (b) (2) of the Pub- 
lic Utility Holding Company Act. 

The notice and order further pro- 
vided that at the outset of the hearing 
respondent and other parties in inter- 
est would be afforded the opportunity 
to introduce evidence relating to the 
distribution of voting power among 
respondent’s security holders and that, 
thereafter, respondent and other par- 
ties in interest would have an oppor- 
tunity to be heard with respect to what 
steps respondent should take to re- 
move the undue and unnecessary com- 
plications in its corporate structure 
and to effect complete compliance with 
§ 11 (b) (2) of the act. 

At the commencement of the hear- 
ing, counsel for respondent moved that 
the order of the Commission be vacat- 
ed and set aside and that all proceedings 
thereunder be dismissed and, as 
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grounds for the motion, asserted that: 

1. The Public Utility Holding 
Company Act of 1935 and § 11 (b) 
(2) thereof are unconstitutional; 

2. The notice in this proceeding 
was inadequate and did not afford due 
process of law to respondent’s stock- 
holders. 

This motion was denied by the trial 
examiner without prejudice to its re- 
newal at the conclusion of the hearing. 

Thereafter evidence was presented 
on the issue of the redistribution of 
voting power. At the completion of 
the presentation of evidence on this is- 
sue, counsel for the Public Utilities Di- 
vision moved for the entry of an or- 
der requiring respondent to amend its 
corporate charter and redistribute vot- 
ing power, in accordance with the 
views expressed in the division’s re- 
port. Counsel for respondent opposed 
this motion and renewed his motion 
to dismiss the proceeding. Briefs 
were submitted and we heard argu- 
ment. 

[1] 1. The respondent's motion. 
— We must, of course, decline to rule 
upon respondent’s motion, in so far 
as it is based on the assertion that the 
act and action under the act are ur- 
constitutional. “It is well established 
that an administrative body such as 
this Commission has no authority to 
pass on the constitutionality of an act 
which it is called upon to administer.” 
Re Engineers Pub. Service Co 
(1941) 9 SEC —, 40 PUR(NS) |, 
Holding Company Act Release No. 
2897. See also Panitz v. District of 
Columbia (1940) 72 App DC 131, 112 
F(2d) 39; Re Wolston & Co. (1939) 
5 SEC 112, 113; Re J. A. Sisto & Co. 
(1940) 7 SEC 647, 653. Counsd 
appear to recognize this principle and 
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we assume that the point has been 
raised here only for the purpose of pre- 
serving it in the event of any possible 
judicial review. 


[2] Respondent’s motion is based 
on the further contention that the pro- 
ceeding is invalid because of inade- 
quate notice to the security holders of 
respondent. The record shows that 
the notice of, and order for, hearing 
was duly served upon the respondent 
by registered mail, and was published 
in the Federal Register’ in accordance 
with the provisions of the Federal 
Register Act (49 Stat. 500, 44 USCA 
§§ 301-314). It also appears that 
copies of the notice were distributed 
to the press and mailed to those on 
the Commission’s mailing list.2 We 
have had occasion to discuss at length 
our views with respect to the notice 
required in a proceeding under § 11 
(b) (2). See Re Northern New Eng- 
land Co. (1941) 8 SEC —, 37 PUR 
(NS) 11, Holding Company Act Re- 
lease No. 2464. On the authority of, 
and for the reasons stated in, our opin- 
ion in the Northern New England 
Case, we hold that adequate notice has 





16 Fed. Reg. 3550 (July 18, 1941). 
® Holding Company Act, Release No. 2885. 


been given to the respondent and to its 
security holders. 

Accordingly, respondent’s motion 
to dismiss is, in all respects, denied. 

[3] 2. The motion of the Public 
Utilities Division The evidence pre- 
sented thus far has been limited to the 
issue of the distribution of voting 
power. After consideration of this 
record and in the particular circum- 
stances of this case, we are of the 
opinion that the problem of the equita- 
ble distribution of voting power should 
be considered together with, and in re- 
lation to, the alleged complications in 
the corporate structure of respondent 
and respondent’s holding company sys- 
tem. We deem it appropriate, and we 
shall direct, that the hearing be recon- 
vened for the purpose of receiving evi- 
dence with respect to the remaining 
issues set forth in the notice and order, 
and we shall reserve decision on the 
issues involved in the distribution of 


‘voting power until the completed rec- 


ord is submitted to us. Accordingly, 
the motion of the Public Utilities Di- 
vision is denied without prejudice, 
however, to its renewal at the close of 
the hearing. 

An appropriate order will issue. 
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Re International Utilities Corporation 


et al. 


[File No. 4-38, Release No. 3063.] 


Commissions, § 30 — Jurisdiction — Constitutional questions. 


1. A motion to dismiss a proceeding under §§ 12(f) and 13(e) of the 
Holding Company Act, 15 USCA §§ 791(f) 79m(e), on the ground of 
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the unconstitutionality of the act should be denied, in view of the lack of 
power of the Securities and Exchange Commission to pass on the con- 
stitutionality of an act which it is called upon to administer, p. 263, 


Intercorporate relations, § 19.11 — Holding company regulation — Practice and 
procedure — Investigation. 

2. A motion to dismiss a proceeding instituted by the Commission to deter- 
mine whether an order should issue under §§ 12(f) and 13(e) of the 
Holding Company Act, 15 USCA §§ 791(f£), 79m(e), on the ground that 
no violation of the act or of any rule, regulation, or order of the Com- 
mission was alleged in the order to show cause should be denied for the 
reason that the purpose of the decision is not to punish past violations 
of the act but to determine whether regulation by the issuance of an order 
is necessary, p. 263. 


Intercorporate relations, § 19.11 — Motion to dismiss — Prematurity — Jurisdic- 
tional questions. 

3. A motion to dismiss a proceeding instituted by the Commission to deter- 
mine whether an order should issue under §§ 12(f) and 13(e) of the 
Holding Company Act, 15 USCA §§ 791(f£), 79m(e), on the ground that 
employment arrangements involved in the proceeding are not within the 
scope of those sections, should be dismissed, since the jurisdictional issue 
involves mixed questions of law and fact which the evidence will aid the 
Commission to resolve, and it is appropriate in the exercise of Commission 
jurisdiction to deny the motion at a preliminary stage of the proceeding 
without prejudice to its renewal at the conclusion of the hearing, p. 264. 


[October 10, 1941.] 


OTIONS to dismiss proceedings instituted by Commission 
M under § 20(c) of the Holding Company Act, 15 USCA 
§ 79t(c) to determine whether an order should tissue under 

§§ 12(f) and 13 ; motions denied. 


¥ 


York, New York, for Independent 
Stockholders’ Committee of Interna- 
tional Utilities Corporation, and Paul 
C. Richardson.* 


APPEARANCES: F. Arnold Daum, 
Frank J. Gillis, and Lewis N. Evans, 
for the Public Utilities Division of 
the Commission; Garey & Garey, by 
Eugene L. Garey, of New York, New 
York, for International Utilities Cor- 
poration, Dominion Gas and Electric 


By the Commission: This pro- 
ceeding was instituted by a notice and 
order to show cause, dated August 22, 


Company, General Water Gas & Elec- 
tric Company, and W. B. Yeager; O. 
R. McGuire, of Washington, D. C., 
for P. M. Chandler; Satterlee and 
Canfield, by William C. Scott, of New 


1941, served upon International Util 
ities Corporation, Dominion Gas and 
Electric Company, General Water Gas 
& Electric Company, Securities Cor- 
poration General, P. M. Chandler, F. 





* By order entered on September 16, 1941, 
counsel for this stockholders’ committee and 
for Paul C. Richardson were given leave to 
appear and cross-examine witnesses at the 
hearing, but their participation and cross-ex- 
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amination on behalf of Paul C. Richardson 
were limited to the representation of Richard- 
son only in his capacity as a stockholder and 
director of International Utilities Corporation 
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W. Seymour, W. B. Yeager, P. T. 
Hanscom, and G. E. Robinette." 

The notice and order stated, in sub- 
stance, that this Commission had been 
informed by its Public Utilities Divi- 
sion of evidence tending to show: 

(1) That on July 21, 1941, there 
were outstanding in the International 
holding company system salary con- 
tracts providing for payments to P. M. 
Chandler in the aggregate amount of 
$56,000 annually, and that such con- 
tracts required annual payments by 
International in the amount of $20,- 
000, by General in the amount of $15.,- 
000, by Dominion in the amount of 
$15,000, and by Securities in the 
amount of $6,500; 

(2) That on July 21, 1941, Chan- 
dler purported to resign from and 
agreed to cancel the salary contracts 
with International, Dominion, and 
General (which by their terms would 
have expired December 31, 1942), in 
consideration of an agreement where- 
by International agreed to cause Gen- 
eral to make a new contract with Chan- 
dler calling for an annual salary of 
$20,000, starting August 1, 1941, and 
terminating December 31, 1944; that 
General was caused to enter into such 
a contract by a vote of the board of di- 
rectors of International, at a meeting 
attended by Chandler, W. B. Yeager, 
F. W. Seymour, P. T. Hanscom, Wil- 
liam F, Carey, and G. T. Robinette, 
all of whom are directors of Interna- 
tional ; 

(3) That at the meeting of July 
21, 1941, the directors of International 


also voted to, and did, cause Interna- 
tional to enter into a contract with 
Yeager providing for an annual salary 
of $15,000 to be paid to him as presi- 
dent of International ; 

(4) That Dominion has outstand- 
ing a salary contract with Seymour, 
providing for an annual salary of $18,- 
000 ; that this contract by its terms ex- 
pires December 31, 1942; 

(5) That the salary contracts en- 
tered into on July 21, 1941, are the 
result of an agreement, arrangement, 
or understanding by and between 
Chandler, Yeager, Seymour, Hans- 
com, Robinette, and certain other per- 
sons, for the purpose of enabling such 
persons to maintain and continue their 
control and domination over the man- 
agement and policies of International, 
notwithstanding any shift in voting 
control which might result from the 
pending proceeding ordered by the 
Commission under § 11 (b) (2) of 


_the Public Utility Holding Company 


Act of 1935, 15 USCA § 79k (b) 
(2)* to require International, a reg- 
istered holding company, to simplify 
its corporate structure and distribute 
the voting power of its securities 
equitably among its security holders; 
and that the employment arrangements 
resulting from the aforesaid agree- 
ment, arrangement, or understanding 
will result in the circumvention of the 
provisions of § 11 (b) (2) of the 
act; and 

(6) That none of the contracts 
mentioned in paragraphs (1), (2), 
(3), and (4) was the result of arm’s- 





1The following abbreviated references will 
hereafter be used: 
International Utilities 
Corporation 
Dominion Gas and Electric 
“Dominion” 


“Tnternational” 


General Water Gas & 
Electric Company 
Securities Corporation 
General “Securities” 
2See Holding Company Act Release No, 

2885, July 17, 1941. 


“General” 
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length bargaining; that competitive 
conditions were not maintained in the 
negotiations leading to their forma- 
tion ; and that such contracts are detri- 
mental to the public interest and to the 
interest of investors. 

The notice and order further recited 
that the Commission had been advised 
by its Public Utilities Division that 
it is necessary in the public interest 
and for the protection of investors that 
International, Dominion, General, and 
Securities be ordered forthwith, pur- 
suant to §§ 12 (f)*% and 13 (e)* of the 
Public Utility Holding Company Act 
of 1935, 15 USCA §§ 791 (f), 79m 
(e), to make no further payment, di- 
rectly or indirectly, to or on account 
of Chandler, Seymour, or Yeager, for 
or on account of the salary contracts 
referred to in the order, and to re- 
frain from entering into any other 


contracts for the payment of any sal- 
aries or emoluments to or on account 
of any affiliate of such companies, ex- 
cept pursuant to the further order of 
this Commission. 


Accordingly, we set this matter for 


hearing on September 16, 1941, and 
by our notice and order gave leave to 
International, Dominion, General, and 
Securities to show cause why an order 
should not be entered forthwith pro- 
hibiting further payments. Chandler, 
Yeager, and Seymour were given a 
like opportunity to show cause and to 
present relevant evidence regarding 
their alleged employment arrange- 
ments with the respondents. 

In response to the notice and order 
to show cause, counsel for the respond- 
ents and Yeager filed an answer anda 
motion, in which counsel for Chandler 
joined, requesting that this proceeding 
be dismissed.* In support of their mo- 
tion, they contended (1) that the Pub- 
lic Utility Holding Company Act, and, 
specifically, any order of the character 
contemplated in the order to show 
cause, are unconstitutional; (2) that 
the proceeding is invalid because no 
violation of the act or of any rule, reg- 
ulation, or order of the Commission 
has been alleged in the order to show 
cause; and (3) that the employment 
arrangements between Yeager and In- 





8 Section 12(f) provides: 

“Tt shall be unlawful for any registered 
holding company or subsidiary company there- 
of, by use of the mails or any means or in- 
strumentality of interstate commerce, or other- 
wise, to negotiate, enter into, or take any step 
in the performance of any transaction not 

otherwise unlawful under this title, with any 

company in the same holding-company, system 
or with any affiliate of a company in such 
holding-company system in contravention of 
such rules and regulations or orders regard- 
ing reports, accounts, costs, maintenance of 
competitive conditions, disclosure of interest, 
duration of contracts, and similar matters as 
the Commission deems necessary or appro- 
priate in the public interest or for the pro- 
tection of investors or consumers or to pre- 
vent the circumvention of the provisions of 
this title or the rules and regulations there- 
under.” 

4Section 13(e) provides: 

“Tt shall be unlawful for any affiliate of any 
public-utility company engaged in interstate 


commerce, or of any registered holding com- 
pany or subsidiary company thereof, by use 
of the mails or any means or instrumentality 
of interstate commerce, or otherwise, to enter 
into or take any step in the performance of 
any service, sales, or construction contract, by 
which such affiliate undertakes to perform 
services or construction work for, or sell 
goods to, any such company of which it is 
an affiliate, in contravention of such rules and 
regulations or orders regarding reports, ac- 
counts, costs, maintenance of competitive con- 
ditions, disclosure of interest, duration of con- 
tracts, and similar matters, as the Commis- 
sion deems necessary or appropriate to pre- 
vent the circumvention of the provisions of 
this title or the rules, regulations, or orders 
thereunder.” 

5 On being advised of the death of Seymour 
on September 10, 1941, by order entered Sep- 
tember 16, 1941, we granted a motion to dis- 
miss the proceeding with respect to Seymour 
and Dominion. 
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ternational, Chandler and General, and 
Chandler and Securities are outside 
the scope of §§ 12 (f) and 13 (e) of 
the act. 

We heard argument on the issues 
presented and—since we were of the 
opinion, after consideration of the ar- 
guments advanced, that the motion 
must be denied—we announced our 
ruling immediately to avoid any delay 
in the proceeding. Accordingly, our 
order of September 16, 1941, denied 
the motion without prejudice to its re- 
newal after the taking of testimony 
and the closing of the hearing. In is- 
suing our order we reserved the right 
to announce in an opinion the reasons 
which impelled us to deny the motion. 

[1] 1. In so far as counsel have 
challenged the constitutionality of the 
Public Utility Holding Company Act 
of 1935, or of any action authorized 
by the act, we must, of course, de- 
cline to rule upon their answer and mo- 


tion. It is well established that an 


administrative body such as this Com- 
mission has no authority to pass on the 
constitutionality of an act which it is 
called upon to administer.® 

[2] 2. The contention that this 
proceeding must fail because the order 
to show cause does not allege a viola- 
tion of any rule, regulation, or order 
of the Commission is, we think, based 
on a complete misunderstanding of 
the nature of the proceeding. The 
order to show cause states that the 
Commission has been informed by the 
Public Utilities Division of evidence 
tending to show that there are various 


employment arrangements between re- 
spondents (registered holding compa- 
nies and subsidiaries of registered 
holding companies) and their affiliates. 
The order further states that the Pub- 
lic Utilities Division has advised the 
Commission that it believes it to be 
necessary and appropriate in the pub- 
lic interest and for the protection of 
investors and to prevent the circum- 
vention of the provisions of the act 
for the Commission to issue an order 
under §§ 12 (f) and 13 (e) prohibit- 
ing or regulating such employment ar- 
rangements. The sole aim of the hear- 
ing we have ordered is to ascertain 
whether the facts reported by the Pub- 
lic Utilities Division and set forth in 
the order are true and, if so, whether 
the circumstances surrounding any 
employment arrangements between In- 
ternational and Yeager, General and 
Chandler, and Securities and Chan- 
dler, are such that it is “necessary or 
appropriate in the public interest or for 
the protection of investors or consum- 
ers or to prevent the circumvention of 
the provisions of this title or the rules 
and regulations thereunder” to enter 
a regulatory order or orders in re- 
spect of such employment arrange- 
ments. 


The fact that a hearing has been 
called to precede the possible issuance 
of any order or orders results from the 
requirement of § 20 (c) of the act, 
15 USCA § 79t (c), that “orders of 


the Commission shall be is- 
sued only after opportunity for hear- 
ing.” A mere reading of §§ 12 (f) 





®Re Engineers Pub. Service Co. (1941) 9 
SEC —, 40 PUR(NS) 1, Holding Company 
Act Release No. 2897, and cases there cited. 

7 Section 20(c) provides: 

“The rules and regulations of the Commis- 
Sion shall be effective upon publication in the 


manner which the Commission shall prescribe. 
For the purpose of its rules, regulations, or 
orders the Commission may classify persons 
and matters within its jurisdiction and pre- 
scribe different requirements for different 
classes of persons or matters. Orders of the 
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and 13 (e) in conjunction with § 20 
(c) makes it clear that the procedure 
adopted herein is precisely the type of 
procedure contemplated by the statute 
in the exercise by the Commission of 
its power to issue orders under these 
sections. Obviously, the order insti- 
tuting such a proceeding need not 
charge any violation of the statute; 
the purpose of the proceeding is not to 
punish any past violations of the stat- 
ute but merely to determine whether 
regulation by the issuance of an order 
is necessary. 

[3] 3. The third contention raises 


the question whether the employment 
arrangements between Yeager and In- 
ternational, Chandler and General, and 
Chandler and Securities, are within the 
scope of §§ 12 (f) and 13 (e). Since 
the jurisdictional issue involves mixed 
questions of law and fact which the 
evidence will aid us to resolve, we have 
thought it appropriate, in the exercise 
of our discretion, to deny the motion 
at this preliminary stage of the pro- 
ceeding without prejudice to its re- 
newal at the conclusion of the hear- 
ing.® 





Commission under this title shall be issued 
only after opportunity for hearing.” (Italics 
supplied.) 

8 Cf. Re Wright (1936) 1 SEC 901. The 
power of Federal courts to defer until trial 
the consideration of preliminary motions to 
dismiss on jurisdictional grounds is recognized 


by Rule 12(d) of the Federal Rules of Civil 
Procedure. Sée Commentary, Preliminary 
Hearing of Defenses under Rule 12d, 3 Fed, 
Rules Serv. 12d.2. See also Hawn v. Ameri- 
can Steamship Co. (1939) 26 F Supp 428; 
Gulbenkian v. Gulbenkian (1940) 33 F Supp 
19. 
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Re Electric Bond & Share Company et al. 


[File No. 59-12, Release No. 2940.] 


Evidence, § 16 — Admissibility — Statements made in course of negotiations. 
1. Distinct and independent statements of fact, even if made in the course 
of unsuccessful negotiations directed toward formulating an agreed state- 
ment of facts, are admissible in a proceeding before the Commission, p. 


266. 


Evidence, § 16 — Admissibility — Competency of documents. 
2. The fact that information contained in documents which are offered in 
evidence is alleged to be unchecked, preliminary in form, or inaccurate 
does not necessarily render the document inadmissible but only affects the 
weight to be given to the evidence, p. 266. 


Evidence, § 33 — Admissibility — Attorney-client privilege. 
3. Information taken from books and records kept by companies subject 
to §§ 15(f) and 15(g) of the Holding Company Act, 15 USCA §§ 790 
(f), (g), even where such information was compiled at the request of 
their attorneys in preparation for a proceeding before the Commission, 
cannot constitute a confidential communication included within the attorney- 


client privilege, p. 271. 
40 PUR(NS) 
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loyment HH Procedure, § 17 — Compulsory production of papers — Holding Company Act. 
and In. 4. The pendency of a hearing under § 11(b)(2) of the Holding Company 
eral, and Act, 15 USCA § 79k(b) (2), does not extinguish the power of the Securi- 
thi ties and Exchange Commission under §§ 15(f) and 18(c) of that act, 15 
‘ in the USCA 8§ 790(f), 79r(c), to inspect and compel the production of docu- 
). Since ments, even if the papers are required exclusively to aid in the proceed- 
S mixed ing, p. 274. 
hich the MM Procedure, § 18 — Compulsory production of papers — Memoranda and letters. 
we have 5. Memoranda prepared for, and letters written to, officers or attorneys 
exercise of respondents, in a proceeding under § 11(b) (2) of the Holding Company 
- motio Act, 15 USCA § 79k(b)(2), by employees of subsidiaries of respondents 
| 2 constitute “correspondence” and “memoranda” within the meaning of those 
the pro- terms in §§ 15(f) and 18(c) of the Holding Company Act, 15 USCA §§ 
its re- 790(f), 79r(c), which sections relate to Commission powers to inspect 
1e hear- and compel the production of documents, p. 274. 


[August 18, 1941.] 


ae EVIEW of rulings of examiner on admission of evidence in 
i, 3 Fed R proceeding under § 11(b)(2) of the Holding Company 
y. Ameri- 


upp 428; 
} F Supp 


t al. 


Act; certain documents ordered to be received in evidence (some 

subject to limitations), and certain unmarked documents or- 

dered to be marked for identification, and further ordered that 

counsel for Public Utilities Division be permitted to pursue 
cross-examination. 


APPEARANCES: 
Milton H. Cohen, and George L. 
Rodgers, Jr., for the Public Utilities 
Division of the Commission ; Simpson, 
Thacher & Bartlett, by John F. Mac- 
Lane and Ira A. Hawkins and Reid 


Alfred Berman, , 


225. The principal questions before 
us at this time are the admissibility in 
evidence of certain documents offered 
by counsel for the Public Utilities Di- 
vision and the propriety of his at- 


ons. tempted cross-examination of one of 
course & Priest, by Frank A. Reid, for re- the respondents’ witnesses. The trial 
| state- spondents. examiner has in each instance either 


sion, p. 


ered in 
ccurate 
cts the 


subject 
$§ 790 
lest of 
ission, 
orney- 


By the Commission: This is a pro- 
ceeding under § 11 (b) (2) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79k (b) (2), 
with respect to Electric Bond and 
Share Company, a registered holding 
company, and certain of its subsid- 


iaries. We have heretofore had oc- 
casion to consider certain procedural 
aspects of this proceeding. Holding 
Company Act Release Nos. 2196, 
2233, 7 SEC 881, 987, 35 PUR(NS) 
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sustained the respondents’ objections 
to the proffered documents or the at- 
tempted cross-examination, or has re- 
served for our decision the determina- 
tion of the questions involved. 

For the reasons and to the extent 
hereinafter indicated, we hold that the 
excluded documents should be re- 
ceived in evidence and that counsel for 
the Public Utilities Division should be 
permitted to pursue his intended 
cross-examination. 
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I 


[1,2] The first group of excluded 
documents consists of two schedules 
each entitled “Schedule I, Pennsyl- 
vania Power & Light Company, Cer- 
tain Amounts Included in the Prop- 
erty Accounts” and a third schedule 
entitled “Schedule II, Lehigh Power 
Securities Corporation, Manner of 
Acquisition of Investments in Penn- 
sylvania Power & Light Company.” 
These schedules emerged in the course 
of a joint effort by respondents’ and 
our own counsel to prepare an agreed 
statement of facts to be used in lieu 
of the cross-examination of certain of 
respondents’ witnesses. While the ef- 
fort as a whole failed, there is no dis- 
pute that two of the three schedules 
are respondents’ redrafts of documents 
prepared by our staff and submitted to 
the respondents for correction. The 
third is the original of one of the 
schedules prepared by our staff which 
respondents redrafted. Respondents’ 
objection to these schedules is that they 
resulted from “an attempt to agree 
upon a stipulation of facts” and “are 
of no significance whatever except to 
show that the respondents were will- 
ing to make certain concessions in or- 
der to be relieved of the burden of 
submitting to further weeks or months 
of . . . cross-examination.” 

Respondents urge that the schedules 
are “only conditional and hypothetical 
statements made during negotiations” 
and for that reason cannot be received 
as admissions. But the disputed 
schedules are absolute in terms, and 
the facts and figures therein set forth 
appear clearly without qualification. 
Whatever motives may have impelled 
respondents to adopt the staff’s sched- 
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ules as their own by redrafting them, 
and whatever mental reservations re- 
spondents may have had with respect 
to them, in our opinion the circum- 
stances warrant that they be given at 
least the weight that courts of law ac- 
cord to admissions of distinct or inde- 
pendent facts made during the course 
of unsuccessful negotiations to com- 
promise. M’Niel v. Holbrook (1838) 
12 Pet (37 US) 8&4, 9 L ed 1009; 
Montana Tonopah Mining Co. v. Dun- 
lap (1912) 116 CCA 286, 196 Fed 
612; Scofield v. Parlin & Orendorff 
Co. (1894) 10 CCA 83, 61 Fed 804; 
Gagne v. New Haven Road Construc- 
tion Co. (1934) 87 NH 163, 175 Atl 
818; Ingraham v. Associated Oil Co. 
(1932) 166 Wash 305, 6 P(2d) 645; 
Erickson v. Webber (1931) 58 SD 
446, 237 NW 558. 

The admission of these schedules 
cannot possibly prejudice respondents, 
for they will, of course, be given the 
opportunity to introduce evidence 
modifying, qualifying, or otherwise 
explaining the facts and figures there- 
in set forth. Morgan v. United States 
(1909) 94 CCA 518, 169 Fed 242; 
see West v. Smith (1879) 101 US 
263, 273, 25 L ed 809. Furthermore, 
in making our findings of fact when 
this proceeding is finally submitted to 
us for determination on the merits, we 
will accord to these exhibits only such 
weight as they may be entitled to in the 
light of all the evidence bearing upon 
the facts they purport to reflect. Cf. 
Bushey & Sons v. W. E. Hedger & 
Co. (1930) 40 F(2d) 417; Martin v. 
Burgess (1936) 82 F(2d) 321. Ac- 
cordingly, we overrule respondents’ 
objections and the trial examiner’s rul- 
ing with respect to these exhibits, and 
we direct that they be received in evi- 
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dence, with the limitation, however, 
that Exhibit 343A is not to be received 
at this time as admissions of the mat- 
ters therein set forth, but only as a 
background against which Exhibit 
343B may properly be considered. 


II 


The second group of excluded docu- 
ments consists of assorted letters and 
schedules which respondents assert 
should not be received in evidence be- 
cause they are what respondents term 
“working papers,” i. e., documents 
composed in the course of preparing 
for the hearing in the instant proceed- 
ing. Most, if not all, of these exhibits 
were intended for the use of respond- 
ents’ witnesses in readying themselves 
to testify. 

The group of documents is com- 
prised of (1) divers letters and 
schedules prepared by the auditor of 
Pennsylvania Power & Light Com- 
pany for the use of the witness, Root, 


in preparing for his direct testimony 


and for his vicarious cross-examina- 
tion vice the witness Sawyer (coun- 
sel for respondents and counsel for 
our Public Utilities Division having 
agreed that Root, adopting Sawyer’s 
direct testimony, would be substituted 
for the latter on cross-examination be- 
cause he was more familiar with the 
subject matter involved), (2) a series 
of unmarked papers entitled ‘‘Penn- 
sylvania Power & Light Company and 
Predecessors” prepared by an account- 
ant in the employ of National Power 
& Light Company, and (3) a series 
of unmarked papers entitled “Sum- 
mary of Lehigh Power Securities Cor- 
poration (old) Investment in Pennsyl- 
vania Properties” and “Summary of 
Lehigh Power Securities Corporation 


(new), Investment in Pennsylvania 
Properties,” whose authorship does 
not appear but which was prepared 
for respondents’ use in this proceed- 
ing. The first series of exhibits in this 
group consists of seven documents. 
The first of these was prepared by the 
auditor of Pennsylvania Power & 
Light Company in response to the re- 
quest of the witness, Root, and re- 
spondents’ counsel for information 
concerning loans made by Lehigh 
Power Securities Corporation to its 
subsidiaries. This exhibit is a com- 
pilation made from the books and 
records of the subsidiary companies of 
Lehigh Power Securities Corporation 
and each item set forth is supported by 
a reference to a voucher or journal en- 
try. The witness Root, testified that 
although he did not personally check 
the figures in this exhibit he had “no 
reason to believe that the man that 
took them off didn’t take them off 
correctly. .’ The respondents 
raised no question as to the relevancy 
of the information contained in this 
exhibit, nor could such an objection 
have been properly raised. On direct 
examination the witness, Sawyer, 
called by the respondents, testified 
concerning the loans made by Lehigh 
to its subsidiaries and the purposes for 
which such loans were made. The ex- 
hibit in question, admittedly a compila- 
tion of entries on the books and rec- 
ords of the companies concerned, pur- 
ports to give the details and purposes 
of these loans. 

The trial examiner sustained the re- 
spondents’ objection to the admission 
of this exhibit on the ground that it 
was “unchecked.” We reverse this 
ruling of the trial examiner and over- 
rule respondents’ objection to this ex- 
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hibit made on that ground. The docu- 
ment was prepared from the books and 
records under the control of the re- 
spondents. It was prepared by one 
who is likewise subject to their con- 
trol. There is no claim that the docu- 
ment is inaccurate in any particular. 
On the contrary, Root, the respond- 
ents’ own witness, and the man who 
requested that this information be pre- 
pared, admitted that he had no rea- 
son to believe that this exhibit was in 
any way inaccurate. 

Under these circumstances, respond- 
ents’ claim that this exhibit is ‘“un- 
checked” can hardly affect its com- 
petency. Of course the probative 


force of the exhibit may be affected 
to the extent, if any, that proof is 
made of any inaccuracies that it may 
contain. But by raising the objection 
that the information is “unchecked” 
one may not prévent the reception in 


evidence of relevant information culled 
from books and records under his con- 
trol by an auditor acting under his 
direction. Even demonstrated falsity 
goes only to the weight of evidence 
and not to its admissibility. Shecil v. 
United States (1915) 141 CCA 182, 
226 Fed 184. We reserve for later 
discussion respondents’ further objec- 
tions that this document is privileged 
as a “working paper” and that it is 
inadmissible because improperly ob- 
tained by counsel for our Public Util- 
ities Division. 

The next documents in this series 
are two letters of transmittal, and their 
enclosures, dated December 18, 1940, 
addressed to the witness, Root, by W. 
L. Davis, auditor of Pennsylvania 
Power & Light Company. The en- 
closures consist of “a memorandum 
outlining, in brief,” to use Davis’s 
40 PUR(NS) 


own description, “the accounting for 
the 1923 acquisition by Pennsylvania 
Power & Light Company from Lehigh 
Power Securities Corporation” and a 
“reconciliation between the book plant 
accounts of the companies included in 
the 1923 purchase and the amount at 
which that purchase was charged on 
the books of Pennsylvania Power & 
Light Company.” It is conceded that 
Davis prepared these documents at 
Root’s request. A third related docu. 
ment is a one-page memorandum also 
dated December 18, 1940, entitled 
“Note on Acquisition of Properties by 
Pennsylvania Power & Light Com- 
pany in 1924,” also prepared by W. L. 
Davis and bearing his initials. Upon 
respondents’ objection that these three 
exhibits were privileged as “working 
papers” and their further objection 
that they were inadmissible because 
improperly obtained by counsel for 
our Public Utilities Division, the trial 
examiner reserved decision for us. 


The remaining exhibits in this se- 
ries are two letters of transmittal, and 
their enclosures, dated December 19, 
1940, and a third letter of transmittal, 
and its enclosure, dated December 27, 
1940, all addressed to the witness, 
Root, by W. L. Davis, auditor of 
Pennsylvania Power & Light Com- 
pany. The enclosures consist of mem- 
oranda entitled, respectively, “Out- 
line of Accounting Entries Relating to 
Property Acquisition under Agree- 
ment with L. F. Mentz, dated April 
1, 1928, and November 1, 1930— 
Section 1, Cost of Acquisition as of 
April 1, 1928, without Giving Effect 
to Subsequent Transactions.” “Ac- 
quisition of Properties under the 
Mentz Agreement of November 1, 
1930,” and “Cost of Property and Se- 
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curities Purchased under Agreement 
with L. F. Mentz, dated April 1, 1928, 
and November 1, 1930.” The trans- 
actions referred to relate to acquisi- 
tions by Pennsylvania Power & Light 
Company. 

Respondents make no claim that the 
subject matter of these exhibits is not 
relevant. Their objections to the ad- 
mission of these exhibits are (1) they 
are privileged as “working papers,” 
(2) they are inadmissible because they 
were improperly obtained by counsel 
for our Public Utilities Division, (3) 
they “were prepared with a view not 
to accurately expressing the thoughts 
of the writer,” (4) they “do not pur- 
port to be in any way a complete re- 
cital of the matters with which they 
deal,” (5) they contain inconsist- 
encies, (6) Davis is not in the employ 
of any of the respondents and, con- 
sequently, his statements are not to be 
attributed to them; and finally (7) 
respondents object “not because 
[Root] has not had an opportunity, 
but because he has not checked the 
facts and figures.” 


It is not clear whether the trial ex- 
aminer excluded these documents by 
sustaining respondents’ objection or 
by reserving the question for us. 
This, however, is of no moment as 
in either event the issues are now 
before us. 

The first and second objection we 
reserve for later consideration. The 
seventh objection we have already dis- 
posed of in our ruling on the identical 
objection interposed with respect to 
Exhibit 358. The third objection 
would seem also to be addressed to 
the probative effect of the exhibits 
rather than to their competency. Fur- 
thermore, if this objection has any 


merit, which we doubt, it is one that 
can be sustained only when supported 
by evidence. Counsel’s bare assertion 
does not assume that dignity. More- 
over, whatever may be respondents’ 
propensities in preparing documents 
for presentation to regulatory author- 
ities—vide infra Murphy’s memoran- 
dum to Reid—we think it unlikely, in 
view of Root’s comments on that mem- 
orandum, that documents like these, 
designed “for home consumption on- 
ly,” suffer from the infirmity that 
counsel claims. 

The fourth and fifth objections are 
equally untenable. If respondents be- 
lieve that further evidence is necessary 
to complete or correct the recital of 
the matters with which these exhibits 
deal, such evidence will be received 
upon a proper offer. Morgan v. Unit- 
ed States (1909) 94 CCA 518, 169 
Fed 242. These objections can hardly 
be considered as addressed to the com- 
petency of the exhibits here under con- 
sideration. Joseph v. Southwark 
Foundry & Machinery Co. (1891) 99 
Ala 47, 10 So 327; Blanchard v. 
Edenton Peanut Co. (1921) 182 NC 
20, 108 SE 332; Miller Cattle Co. v. 
Francis (1931) 38 Ariz 197, 298 Pac 
631. 

The sixth objection is that Davis, 
the author of these exhibits, is an em- 
ployee of Pennsylvania Power & Light 
Company and not of any of these re- 
spondents. But Pennsylvania Power 
& Light Company is admittedly a sub- 
sidiary of the respondents Electric 
Bond and Share Company and Na- 
tional Power & Light Company. And 
this nicety based on modal arrange- 
ments of respondents’ own making has 
as little place in the law of evidence as 
it has in constitutional law. Cf. Elec- 
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tric Bond & Share Co. v. Securities 
and Exchange Commission (1938) 
303 US 419, 82 L ed 936, 22 PUR 
(NS) 465, 58 S Ct 678, 115 ALR 
105. Furthermore, the record clear- 
ly indicates that subsidiary companies 
in the Electric Bond and Share sys- 
tem are under the direct and affirma- 
tive control of their holding compa- 
nies. Thus, for instance, MacLane, 
then vice president and general coun- 
sel of Utah Power & Light Company 
and at present one of respondents’ at- 
torneys in the instant proceeding, on 
May 1, 1928, wrote in part as follows 
in criticism of a proposed form of 
service contract: 

“My principal and primary objec- 
tion to these paragraphs is directed to 
the paragraph on the first page. 

This paragraph expressly contemplates 
that the holding company, which, of 
course, has control of the operating 
subsidiary, shall procure that subsid- 
iary to make a service contract. This 
destroys the theoretical freedom of 
action of the local operating company, 
which it seems to me is an important 
point in the investigation of these con- 
tracts by local public service commis- 
sions. We have always stressed the 
point in discussion of these matters 
before local commissions that these 
contracts are voluntarily entered into. 


” 


Books and records of a corpora- 
tion are receivable in evidence against 


those who control it. Wilkes v. Unit- 
ed States (1935) 80 F(2d) 285. We 
can perceive no reason why summaries 
of what those books and records con- 
tain, prepared by an employee of such 
controlled corporation, should not 
similarly be received. 

The next document in this group is 
40 PUR(NS) 


an unmarked sheaf of papers bearing 
the title, “Pennsylvania Power & Light 
Company and Predecessors.” It 
forms part of a volume called “manual 
—National Power & Light Company” 
and appears to set forth the history 
of the origins and development of 
Pennsylvania Power & Light Com- 
pany. Respondents concede that the 
“Manual” was prepared by employees 
of National Power & Light Company 
and Ebasco Services, Incorporated, 
both respondents herein, from the 
books and records of the companies in- 
volved. It was compiled at the re- 
quest, and under the general direction, 
of respondents’ attorneys and wit- 
nesses to aid the latter in preparing to 
testify in this proceeding. Despite the 
acknowledged purpose for which this 
document was thus prepared, respond- 
ents object to it upon the grounds that 
the information it contains is un- 
checked, inaccurate, suggestive rather 
than definitive, and merely preliminary 
in form. Respondents also object to 
this document upon the grounds that 
it is a “working paper,” and was im- 
properly obtained by counsel for our 
Public Utilities Division. Although 
respondents claim to have discarded 
the “Manual” as a source of informa- 
tion for their witnesses, it appears that 
it has been subjected to frequent edit- 
ing and revision. 

What we have already said with re- 
spect to the objections raised in con- 
nection with Exhibits 358, 405A, 
405B, and 405C disposes of the ob- 
jections that this document is un- 
checked, inaccurate, and in a pre- 
liminary form. These, we note again, 
are considerations that may affect the 
weight to be given to evidence, but 
not its admissibility. Indeed, the pre- 
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liminary character of this document 
may, in the light of the Murphy letter 
adverted to below and the MacLane 
letter adverted to above, enhance its 
probative value. But as to that we ex- 
press no final opinion at this time. 

The last document in this group is 
a tabular recordation entitled “Sum- 
mary of Lehigh Power Securities 
Corporation (old), Investment in 
Pennsylvania Properties” and “Sum- 
mary of Lehigh Power Securities Cor- 
poration (new), Investment in Penn- 
sylvania Properties.” Respondents 
objected to this document even being 
marked for identification upon the 
ground that it was “a working paper,” 
compiled for the use of their witnesses 
in preparing to testify in this proceed- 
ing, and upon the further ground that 
it came into the possession of counsel 
for our Public Utilities Division in an 
improper manner. The trial examin- 
er refused to allow the document to be 
marked and reserved the matter for 
us. 

We do not follow the reasoning 
which induced the trial examiner to 
refuse to allow this document to be 
marked for identification. The mark- 
ing of a document for identification 
has no other effect than to give it a 
number so that it will not be confused 
with any other document. Orderly 
procedure requires that every docu- 
ment referred to by counsel be so 
marked, whether counsel so desire or 
not. Trial examiners should see to it 
that that course is followed, lest hope- 
less confusion and interminable delay 
ensue. It is especially important that 
documents concerning whose use or 
admissibility there is dispute should be 
marked for identification. That is 
particularly so in a proceeding such 


as this, where numerous documents 
are involved. 

[3] We now turn to the objection 
that the documents in this group are 
privileged as “working papers.” Re- 
spondents’ contention in this regard, 
as we understand it, is that these doc- 
uments were prepared at the request 
of their attorneys for the use of both 
their attorneys and witnesses in ready- 
ing themselves to play their parts in 
this proceeding. Respondents’ claim 
is that these documents are therefore 
clothed with the privilege attaching to 
confidential communications between 
attorney and client. 

At the outset it should be noted that 
as to the W. L. Davis letters and their 
enclosures this claim is inconsistent 
with the claim that such documents are 
not admissible because their author is 
not in the employ of any of the re- 
spondents. If he is not in such em- 
ploy, his letters are not communica- 
tions between client and attorney 
within the meaning of the attorney- 
client privilege. That is so because 
Davis did not address these communi- 
cations to counsel in connection with 
any professional relationship between 
counsel and himself or his immediate 
employer, Pennsylvania Power & 
Light Company. Documents received 
by counsel from third persons are in 
nowise privileged. In Re Ruos 
(1908) 159 Fed 252; Randolph v. 
Quidnick Co. (1885) 23 Fed 278; 
appeal dismissed (1888) 131 US 444, 
33 L ed 203, 9 S Ct 802; King v. 
Ashley (1904) 179 NY 281, 72 NE 
106. 

Furthermore, regardless of wheth- 
er any of the exhibits are communica- 
tions between a client and his lawyer, 
we have serious doubts as to the privi- 
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leged character of communications be- 
tween a corporation and its “house” 
or “office” counsel or other lawyers 
who, in effect, are part and parcel of 
its management. In Re Robinson 
(1910) 140 App Div 329, 125 NY 
Supp 193. 

We have, however, rejected re- 
spondents’ disclaimer of Davis and 
Pennsylvania Power & Light Com- 
pany and we therefore direct our at- 
tention to other aspects of this conten- 
tion. The attorney-client privilege at- 
taches only to confidential communica- 
tions between attorney and client. But 
the documents here in question are no 
more than compilations of figures and 
digests of information culled from 
books and records of Pennsylvania 
Power & Light Company and of the 
system companies to which it is heir. 
Since Pennsylvania Power & Light 
Company is a subsidiary of a regis- 
tered holding company, nothing in any 
of such books or records is private or 
confidential. Sections 15 (f) and 15 
(g) of the act, 15 USCA § 79o (f), 
(g), do not allow any information 
contained in such books or records to 
be considered the private domain of 
either the companies themselves or of 
their managements. Nor can com- 
pilations and digests made from such 
books and records be considered any 
more confidential than their source. 
“The privilege does not extend to the 
protection of matters not in their na- 
ture private or which cannot be prop- 
erly termed the subject of a confiden- 
tial disclosure.” Hartzell v. United 
States (1934) 72 F(2d) 569, 579; 
cert. denied 293 US 621, 79 L ed 708, 
55 S Ct 216; Pearson v. Yoder (1913) 
39 Okla 105, 134 Pac 421; cf. Grant 
v. United States (1913) 227 US 74, 


40 PUR(NS) 


57 L ed 423, 33 S Ct 190. For that 
reason, if for no other, the documents 
here under consideration are not in our 
opinion privileged. 

Considered from another aspect the 
same result is reached. It is incontro- 
vertible that the books and records 
from which the documents in question 
were prepared would themselves have 
been admissible in evidence. Nor 
would any privilege have attached to 
them had they been delivered to coun- 
sel. Grant v. United States, supra; 
Allen v. Hartford Life Ins. Co, 
(1900) 72 Conn 693, 45 Atl 955; 
Jones v. Reilly (1903) 174 NY 97, 
66 NE 649. . We see no reason why 
a different rule should apply to com- 
pilations and digests of the informa- 
tion contained in such books and rec- 
ords, for whatever purpose prepared. 
Cf. Kane v. News Syndicate Co. 
(1941) 1 FRD 738. 


For the reasons stated, we hold that 
these documents are admissible under 
strict common-law principles. In ad- 
dition, it may also be appropriate to 
note that a proceeding before this 
Commission is not a trial at common 
law before a presumptively indiscrim- 
inating jury. Ours is not a forum 
where the search for truth may be 
obstructed by the mechanical applica- 
tion of the technical rules of evidence. 
Interstate Commerce Commission v. 
Baird (1904) 194 US 25, 44, 48 L 
ed 860, 24 S Ct 563; Beebe v. Federal 
Radio Commission (1932) 61 F(2d) 
914, 

We think it appropriate, too, to in- 
dicate the particular importance in this 
case of having in the record before us 
the type of documentary material 
which is in issue here. We cannot be 
unmindful of the fact that the record 
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discloses that we are dealing with those 
who have not on occasion scrupled 
to toy with a regulatory Commission. 
Thus, on April 18, 1927, Murphy, 
now president of Electric Bond and 
Share Company, but then a member 
of its legal department, wrote to Reid, 
the company’s office counsel, and who 
with others appears as one of its at- 
torneys in the instant proceeding, as 
follows: 

“In connection with the Pennsyl- 
vania reorganization proposed by Mr. 
Root I have the following comments 
to make: 

sa As a general comment I 
suggest that as far as possible both re- 
organizations be run at the same time 
and in connection with each other; 
that is, all agreements and all plans 
of reorganization should be laid so 
that no one will be able to separate one 
part of the reorganization from the 
other part. My reason for this is that 
while in the Pennsylvania Power & 
Light reorganization the increase in 
the Plant Account is apparently not so 
large, the increase of the Plant Ac- 
count in the so-called Susquehanna 
Power & Light reorganization is tre- 
mendous. 


“T suggest, therefore, so that the 
Commission will find it much more 
difficult to unravel the cost of the vari- 
ous properties, that we go before them 
with a plan that contemplates both the 
transfer of certain properties to Penn- 
sylvania Power & Light Company as 
well as the formation of a new utility 
company, and also the transfer to the 
Lehigh Valley Transit Company of 
the railway properties, so that it will be 
practically impossible for anyone to 
find out what the cost of any indivi- 
dual property was or the cost of any 
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particular group of property. I be- 
lieve that while you could get the Com- 
mission to approve your Pennsylvania 
Power & Light reorganization they 
would not approve the Susquehanna 
Power & Light reorganization, but 
they might be willing to approve the 
reorganization of all your properties 
in Pennsylvania if it would be impos- 
sible for anyone to determine at what 
figure the various properties were go- 
ing into the whole reorganization. 


“T again desire to impress upon you 
the importance, in my opinion, of 
scrambling all these reorganizations 
together so that about the only thing 
the Pennsylvania Commission will be 
able to understand will be the result 
and not how the result was reached. 
Root’s reorganization, in my opinion, 
is too simple and to easy to follow. 

The net result of Root’s plan 
as I see it is to have the whole Susque- 
hanna situation cost Lehigh nothing, 
and while I believe that is a very salu- 
tary result in the ordinary case, I do 
not believe that we ought to risk ob- 
taining this result by damaging our 
reputation before the Pennsylvania 
Commission. Such a result, in my 
opinion, might start an investigation 
into our whole rate and financial struc- 
ture in Pennsylvania and lead to all 
sorts and kinds of consequences.” 


The Root referred to is the witness 
in the present proceeding whose cross- 
examination the trial examiner inter- 
rupted in sustaining respondents’ ob- 
jections. Root’s attitude and the need 
of subjecting him to thoroughgoing 
cross-examination is demonstrated by 
his holographic comments on Mur- 
phy’s memorandum to Reid. His an- 
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swer to Murphy’s criticism of his plan 
was: 

“This plan at its present stage is for 
home consumption only, and I tried to 
make it simple for that reason. Is not 
scrambling just a matter of presenta- 
tion? 

“Don’t see how Commission will see 
original costs, as they are all on Le- 
high Books.” 

The documents in issue here, like 
Root’s plan, were “for home consump- 
tion only” but, as we have had occa- 
sion elsewhere to note, “there is ‘noth- 
ing private or confidential in the activ- 
ities’ of the public utility holding com- 
panies that are registered under the 
Public Utility Holding Company Act 
of 1935 and their subsidiaries.” Hold- 
ing Company Act Release No. 2676 
(April 7, 1941). Cf. Smith v. Inter- 
state Commerce Commission (1917) 
245 US 33, 43, 62 L ed 135, 38 S Ct 
30. We cannot allow facts to be 
“scrambled” as “a matter of presenta- 
tion.” Nor will the performance of 
our public duties permit us to be satis- 
fied with understanding merely “‘the 
result and not how the result was 
reached.” 


We now turn to the objection to the 
admissibility of the documents in this 
group based upon the respondents’ as- 
sertion that counsel for our Public 
Utilities Division secured them im- 


properly. Since respondents’ argu- 
ments are addressed not to the manner 
in which these documents were ob- 
tained but to the right to obtain them 
at all, we assume that they have aban- 
doned the charge made before the trial 
examiner, in effect that these docu- 
ments were secured by an unlawful 
search and seizure. In passing, how- 
ever, we should note that we have care- 
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fully considered the record on that 
score and are firmly of the opinion that 
that charge is wholly unfounded both 
in law and in fact. 

[4,5] The contention of respond- 
ents now under consideration has two 
phases: (1) the act does not sanction 
our use of its investigatory and visi- 
torial machinery in aid of a pending 
proceeding already at hearing ; and (2) 
even if it does, these documents are 
not subject to our power of investiga- 
tion or inspection. 

The first argument is clearly untena- 
ble. The use of the Commission’s in- 
vestigatorial and visitorial powers in 
aid of a pending proceeding is nowhere 
proscribed in the act. Nor does the 
legislative history of the act indicate 
any congressional intention that the 
institution of formal proceedings 
should abate our power to investigate 
or inspect. To read into the act a 
prohibition against the use of our in- 
vestigatory and visitorial power once 
a proceeding has commenced would 
be to deprive us of a most important 
aid to the enforcement of the act. We 
have declined so to construe the Securi- 
ties Exchange Act of 1934. Re Loeb 
and Crary (1938) 3 SEC 224. Simi- 
lar results have been reached under 
other statutes. In Re Paramount 
Publix Corp. (1936) 82 F(2d) 230; 
Bolich v. Rubel (1933) 67 F(2d) 
894; In Re Keegan (1937) 18 F 
Supp 746; Cf. Re Davies (1901) 168 
NY 89, 61 NE 118, 56 LRA 855; Re 
Hoyt (1932) 258 NY 569, 180 NE 
336; Willcox v. Richmond Light & 
R. Co. (1910) 142 App Div 44, 128 
NY Supp 266; aff’d (1911) 202 NY 
515, 95 NE 1141. 

The second phase of respondents’ 
argument, i. e., that the documents 
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here under consideration are not such 
as to be subject to our visitorial or in- 
vestigatory powers, is equally untena- 
ble. The only limitation upon our 
power to require the production of doc- 
uments under our investigatory pow- 
er is that they be relevant and no ques- 
tion of relevancy is here raised. It 
is immaterial in this connection wheth- 
er the documents belong to persons un- 
der investigation. McMann v. Securi- 
ties and Exchange Commission 
(1937) 87 F(2d) 377; cert. denied 
301 US 684, 81 L ed 1342, 57.S Ct 
785; Newfield v. Ryan (1937) 91 F 
(2d) 700; cert. denied 302 US 650, 82 
L ed 504, 58 S Ct 137; Brownson v. 
United States (1929) 32 F(2d) 844. 
Furthermore, the documents in ques- 
tion belong either to one or more of 
the respondents or to Pennsylvania 
Power & Light Company. Each of 
these companies is subject to § 15 of 
the act and the documents are clearly 
their correspondence or memoranda, 
if not their actual records. Cf. Wil- 
son v. United States (1911) 221 US 
361, 55 L ed 771, 31 S Ct 538. We 
hold, therefore, that these papers are 
properly subject to our powers of in- 
spection and investigation under the 
act. 

We also deem untenable respond- 
ents’ contention that no investigation 
or inspection was “pending.” The act 
requires no set form for the invocation 
of our powers under §§ 15(f) and 
18 (a), 15 USCA §§ 790 (f), 79r 
(a), and we are satisfied that they 
were properly employed. 

Accordingly we rule that Exhibits 
358, 368A, 368B, 369, 405A, 405B, 
and 405C are admissible in evidence 
and we direct the trial examiner to re- 
ceive them. We also direct the trial 


examiner to mark for identification 
the two unmarked documents hereto- 
fore described and to make all future 
rulings on the admissibility of prof- 
fered documents in accordance with 
this opinion. 

One further matter remains to be 
considered in connection with both this 
and the first group of documents. 
Counsel for our Public Utilities Divi- 
sion attempted upon the cross-exami- 
nation of the witness, Root, to deter- 
mine whether Exhibits 342, 343A, 
343B, and the two unmarked docu- 
ments in this group—the pages from 
the “Manual” and the tabular recor- 
dation of the investment of the Le- 
high Power Securities Corporation 
in Pennsylvania Properties—were 
accurate in their depiction of the 
facts. Upon respondents’ objec- 
tions that Exhibits 342, 343A, and 
343B were not admissions, and subse- 
quently, that the two unmarked docu- 
ments were privileged as “working 
papers” and wrongfully obtained, the 
trial examiner refused to allow coun- 
sel to pursue that line of inquiry. We 
overrule these objections for reasons 
already stated and direct the trial ex- 
aminer to permit this line of cross-ex- 
amination. In passing, however, we 
must observe that it is our under- 
standing that counsel may cross-ex- 
amine on the basis of any document, 
whether or not the document itself has 
been admitted in evidence or could be 
so received. So long as the examina- 
tion stays within the bounds of rele- 
vancy and materiality, counsel may 
propound any question and he certain- 
ly may ask the witness whether he 
agrees with any statement read from 
any document. Andrews v. Jones 


(1898) 122 NC 666, 30 SE 19; 


275 40 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


Woodhouse v. Woodhouse (1925) 
99 Vt 91, 130 Atl 758. 


III 


The last matter to be considered is 
the admissibility of a letter, dated 
March 5, 1927, addressed to Electric 
Bond and Share Company by one Ken- 
nedy, an Omaha lawyer, and relating 
to an inquiry by the Nebraska Com- 
mission as to the identity of one 
Mentz, the transferee of certain Ne- 
braska properties. Kennedy wrote in 
part: 

“This morning I wired you as fol- 
lows: 

“Yesterday at Chicago I got the 
second set of deeds executed as we de- 
sired Stop Nebraska Commission is 
inquiring concerning the identity of 
the purchaser of the bus properties. 
Please wire me generally concerning 
Mentz Business activities,’ etc. 


“It is my intention to personally 
visit the chairman of the Commis- 
sion and tell him in substance that Mr. 
Mentz is a Brooklyn capitalist interest- 
ed in electric properties and that I will 
communicate the substance of the 
Commission’s letter of February 26th 
to Mr. Mentz. In short, I will have 
as little to say as possible but will do 
the Commission the courtesy of 
promptly calling in reply to their let- 


ter. Upon the receipt of this letter 
you might wire me any views which 
you may not have expressed in your 
wire answering my wire of even date.” 

It will be recalled that Mentz is re- 
ferred to in Exhibits 405A, 405B, and 
405C as the person who had entered 
into certain contracts dated April 1, 
1928, and November 1, 1930, with 
Pennsylvania Power & Light Com- 
pany. The record indicates that in | 
those transactions, Mentz, since de- 
ceased, was merely an “intermediary” 
and that he was a cashier and book- 
keeper for Messrs. Simpson, Thacher 
and Bartlett. 


This letter was objected to as irrele- 
vant and the trial examiner excluded it 
on that ground. 


Although Kennedy appears to have 
been Electric Bond and Share Com- 
pany’s representative in the transac- 
tion, that company is not, of course, 
to be implicated in his stated intention 
to tell the Nebraska Commission that 
Mentz, the record holder of the bus 
properties, was “a Brooklyn capitalist 
interested in Electric Properties” and 
to conceal the fact that American 
Power & Light was the actual owner 
of the properties,’ unless being on 
notice of his intentions, it acquiesced 
by silence or otherwise. Consequent- 
ly we direct the respondent Electric 





1 Kennedy testified that although he knew 
that Mentz was merely a nominee for Ameri- 
can Power & Light Company, he did not wish 
this fact to appear in the files of the Nebraska 
Commission. He stated that his motive for 
thus wishing to conceal Mentz’s identity was 
to prevent any public recognition of the re- 
lationship between the Nebraska Power Co. 
(a subsidiary of American Power & Light 
Company), which enjoyed a good reputation 
in the locality, and the bus properties here in- 
volved, which were inadequately equipped and 
poorly serviced. Kennedy testified that the 
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Nebraska Commission’s only concern with 
the identity of the new owner of the bus prop- 
erties was whether adequate public liability 
insurance was carried, and whether the fran- 
chise obligations would be performed, and 
that he thought it necessary only to assure the 
Commission on those points. He testified that 
he did intimate to a member of the Nebraska 
Commission that American Power & Light 
was interested in the situation, but requested 
that this information be not placed in the files 
of the Commission. 
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Bond and Share Company to pro- 
duce before the trial examiner such 
response as may have beei: made to 
Kennedy’s letter and all related corre- 
spondence and we direct the trial ex- 
aminer, upon such production, to re- 
ceive this exhibit and the related cor- 
respondence in evidence. If the re- 
spondent should fail to produce such 
correspondence within ten days after 
the entry of the order herein, we di- 
rect the trial examiner to receive this 
letter in evidence. 

Nothing in this opinion is to be con- 
strued as, in any way, reflecting our 
views with respect to the resolution of 
the substantive issues in the case. 


An order will issue in accordance 
with this opinion. 


ORDER 


[Formal recitals as to order institut- 
ing proceeding, offers of evidence, and 
motion to review action of trial exam- 
iner omitted. ] 

The respondents and counsel for the 


Public Utilities Division of the Com- 
mission having filed briefs herein and 
presented oral argument, and the Com- 
mission having examined the record 
and having this day filed its opinion 
with respect to said motion; 

It is ordered that the documents re- 
ferred to as Commission Exhibits for 
Identification 342, 343B, 358, 368A, 
368B, 369, 405A, 405B, and 405C 
be received in evidence; that the docu- 
ments referred to as Commission Ex- 
hibits for Identification 343A and 388 
be received in evidence subject to the 
limitations expressed in the opinion 
herein this day filed; that the un- 
marked documents referred to ‘n the 
notice of motion be marked for identi- 
fication; that counsel for the Public 
Utilities Division of the Commission 
be permitted to pursue the cross-exam- 
ination of respondents’ witnesses in a 
manner consistent with the views ex- 
pressed in the opinion herein this day 
filed ; and that the trial examiner pro- 
ceed herein in all matters in accordance 
with the views expressed in said opin- 
ion. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Union Grove Telephone Company 


[2-U-1682.] 


Monopoly and competition, § 85 — Telephone extension — Border-line territory. 
A telephone company should be required to extend service to the place 
of business of an applicant where the service is required by public conven- 
ience and necessity, although he is receiving service from another telephone 
company in the border-line territory where his business is located; minor 
duplication of lines and dual service may in certain circumstances be neces- 
sary, and no hard and fast rules can be formulated, although it is recog- 
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nized that duplication and dual service is not the best telephone practice 


and should be discouraged. 


(Peterson, Chairman, dissents.) 
[May 8, 1941; September 29, 1941.] 
OMPLAINT against inability to obtain service from a tele- 


phone company; complaint sustained and service ordered. 
Upon rehearing, order affirmed September 29, 1941. 


By the Commission: On January 
20, 1941, Felix Peter complained to 
the Commission that he was unable 
to obtain service from the Union 
Grove Telephone Company at his place 
of business at the junction of high- 
ways 20 and 41 in Racine county. It 
appearing upon informal investiga- 
tion that the Union Grove Telephone 
Company was willing to make the nec- 
essary extension, but that the Wis- 
consin Telephone Company which now 
serves Mr. Peter objected thereto, the 
Commission on February 7, 1941, is- 
sued its notice of investigation. 

Hearing: March 19, 1941, at 
Madison before Examiner Samuel 
Bryan. 


APPEARANCES: Union Grove Tele- 
phone Company, by Harvey Nelson, 
President and Manager, Union Grove; 
Wisconsin Telephone Company, by 
W. E. McGavick, Attorney, Mil- 
waukee; Felix Peter, Sturtevant, in 
his own behalf. Of the Commission 
staff: C. B. Hayden, Engineering 
Department, and K. J. Jackson, Rates 
and Research Department. 

Felix Peter operates a coffee shop 
and service station in the northeast 
quadrant of the highway intersection 
and a restaurant and garage in the 
northwest quadrant. A telephone of 
the Wisconsin Telephone Company’s 
Sturtevant exchange is located both 
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in the coffee shop and in the restau- 
rant, the latter connection being made 
by a drop wire direct to the restaurant 
from a pole on the east side of high- 
way 41. 

In the southeast quadrant of the 
crossing a restaurant is_ similarly 
served by the Wisconsin Telephone 
Company. In the southwest quadrant 
a restaurant and garage are served by 
the same company, two poles being 
used on the west side of highway 41. 

To reach the premises of Mr. Peter 
in the northwest quadrant it would be 
necessary for the Union Grove Tele- 
phone Company to extend its line one- 
half mile easterly on highway 20. An 
electric pole line occupies the north 
side of this highway and the new line 
would, therefore, be built on the south 
side. From a pole on the south side 
of highway 20 placed to serve Mr. 
Peter’s premises it would be possible 
for the Union Grove Telephone Com- 
pany to serve by drop line the restau- 
rant and garage in the southwest quad- 
rant which are now served by the Wis- 
consin Telephone Company. There 
was, however, no indication of any 
desire on the part of those subscribers 
for Union Grove service. 

Mr. Peter testified that he has re- 
cently become an agent for Ford au- 
tomobiles and that approximately 65 
per cent of his local automobile sales 
business originates in the area served 
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by the Union Grove Telephone Com- 
pany. He said that his patrons are 
handicapped in transacting business 
with him by reason of poor telephone 
service through two exchanges and by 
the necessity of paying toll charges. 
Patrons frequently drive considerable 
distances to transact business with him 
which could have been conveniently 
handled by telephone if he had direct 
service from the Union Grove Tele- 
phone Company. There is no other 
Ford agent who has Union Grove 
Telephone Company service, other 
agents operating in the same territory 
being located at Racine, Burlington, 
and Waterford. He stated that he 
prefers to have the Union Grove serv- 
ice installed in the restaurant in the 
northwest quadrant in which one of 
his present telephones is situated, but 
that if necessary it could be installed 
in the garage. He also indicated that 
if necessary he would dispense with 
his Wisconsin Telephone Company in- 
stallation in the restaurant in the 
northwest quadrant, but that he pre- 
fers to retain the service. 

On behalf of the Union Grove Tele- 
phone Company it was stated that sim- 
ilar duplication of service on highway 
41 at other points has been initiated 
by the Wisconsin Telephone Company 
with or without the consent of the 
former company. It was urged that 
in this area highway 41 is the natural 
boundary between the Union Grove 
and Sturtevant exchanges and that 
some duplication of service along this 
highway is necessary to satisfactorily 
serve the needs of the public. 

The Wisconsin Telephone Compa- 
ny cites our decision in Docket 2—T- 
678, Re Dodge County Teleph. Co. as 
being directly in point. In that case 


a contract motor carrier was serving 
an area within the Dodge County 
Telephone Company’s exchange and 
although his residence had the Wis- 
consin Telephone Company’s service 
he desired the other telephone for the 
convenience of his patrons and to 
avoid toll costs. That case is distin- 
guishable, however, because the ex- 
tension proposed there would probably 
have rendered useless a portion of 
the Wisconsin Telephone Company’s 
lines. In the present case there is no 
evidence that any portion of the Wis- 
consin Telephone Company’s line will 
be rendered useless. 

We have in former cases recognized 
that duplication of telephone lines and 
dual service is not the best telephone 
practice and should be discouraged, 
However, we have also held frequent- 
ly that minor duplication of lines and 
dual service may, in certain circum- 
stances, be necessary in order to pro- 
vide reasonably adequate public serv- 
ice. No hard and fast rules can be 
formulated. Each situation must be 
examined in the light of the facts 
peculiar to it and the precedent of oth- 
er cases is of doubtful application be- 
cause of factual differences. 

In the present case we are of the 
opinion that the interests of the pub- 
lic will be best served by authorizing 
the proposed extension of the Union 
Grove Telephone Company and that 
the incidental duplication of service 
will not be such as to materially impair 
any existing service or line or result in 
excessive utility investment. 

The Commission finds: 

That the proposed extension of the 
line of the Union Grove Telephone 
Company to serve Felix Peter is re- 
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quired by public convenience and ne- 
cessity. 


PETERSON, Chairman, dissenting: 
In my opinion the record in this case 
falls far short of a finding that public 
convenience and necessity requires an 
extension by the Union Grove Tele- 
phone Company to Mr. Peter. With 
the exception of self-serving state- 
ments by the complainant the record is 
entirely devoid of substantiating testi- 
mony that subscribers of the Union 
Grove Telephone Company desire to 
communicate with the complainant, or 
are in any way presently denied that 
privilege. What the record does show 
is that Mr. Peter, having recently ac- 
quired an automobile agency, hopes 
that by having duplicate telephone fa- 
cilities more people in the territory in 
question will do business with him. 
In a small degree this may be true, but 
even though it were true, it is a far 
cry from establishing the public con- 
venience and necessity that the statutes 
contemplate, to justify the uneconomic 
and discriminatory practice of dupli- 
cating lines and facilities. Public con- 
venience and necessity, as required by 
the statutes, cannot be met by a show- 
ing of private convenience and neces- 
sity and private aggrandizement 
through non-necessity of paying toll 
charges. 

The premises for which Union 
Grove Telephone service is sought are 
now served through the facilities of 
another telephone company. In order 
for the Union Grove Telephone Com- 
pany to serve the same premises, it will 
be necessary for that company to ex- 
tend its lines in excess of one-half 
mile. The minimum station-to-sta- 
tion toll rate for calls between com- 
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plainant and subscribers of the Union 
Grove Company is 10 cents per call, 
Mr. Peter testified that incoming toll 
calls from Union Grove subscribers 
did not average one per week. In the 
period from January 26 to February 
25, 1941, there were only nine out- 
going calls at a total cost of $1.10 
from the complainant’s telephone to 
Union Grove subscribers. It is con- 
ceivable that some of these calls were 
not made by or for Mr. Peter. This 
traffic record is quite conclusive that 
there has not been substantial tele- 
phonic communication between Mr. 
Peter and the public that now has 
Union Grove service, and it cannot, 
therefore, reasonably be assumed that 
the existence of such a toll message 
rate is a serious impediment to tele- 
phone communication between the 
general public and Mr. Peter. 

The majority opinion in this case 
reverses a decision of this Commission 
as recent as January 16, 1941, in the 
Glendening Case, 2~T-773. In that 
case, Glendening, the operator of a 
portable feed mill business, had the 
service of one telephone company and 
sought service from another. In that 
case, as in this, it was the contention 
of the complainant that duplicate serv- 
ice would augment his private busi- 
ness. For the second company to fur- 
nish service to Glendening required an 
extension of one-sixth of a mile (in 
the instant case the required extension 
is in excess of one-half mile) and 
would have made dual service avail- 
able to three other parties (in the in- 
stant case dual service, in the event 
of the extension, will be available to at 
least two additional parties). 

I fail to find any distinguishing cir- 
cumstances in this case which warrant 
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a departure from the decision in the 
Glendening Case. 

The finding in this case is also in- 
consistent with the finding in the 
Wiswell Case (1939) 21 Wis PSC 
279, In that case the Commission, 
on rehearing, rescinded its previous 
order (20 Wis PSC 749) in which a 
second telephone company had been 
ordered to extend 716 feet of duplicat- 
ing existing lines. Wiswell was an 
auctioneer and trader and desired dual 
telephone service for greater conven- 
ience. In its opinion the Commission 
stated : 

“The antiduplication law indicates 
a definite policy on the part of the leg- 
islature to prevent the duplication of 
telephone lines, except under very un- 
usual conditions, where considerations 
of public convenience and necessity 
outweigh the public disadvantages in- 
cident to duplication of lines.” (lItal- 
ics supplied. ) 


The doctrine and findings of the 


Wiswell and Glendening Cases appear 
to be applicable in all respects to the 
present situation. 

A review of the Commission’s de- 
cisions following the passage of the 
Antiduplication Law in 1913 discloses 
that no sound or consistent policy has 
been followed in the consideration of 
the extension of telephone service in 
rural areas. At first the Commission 
frequently denied extensions involving 
duplication of service. Since then, de- 
nials have been more infrequent. 

In my opinion this has led to a situa- 
tion which permits continuous raiding 
by one company into the territory of 
another company. This raiding has 
been permitted not because of public 
convenience and necessity, but in many 
instances solely for private conven- 
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ience and necessity. It is a situation 
which, if permitted to continue, will 
wreak havoc on many of the small 
telephone companies throughout the 
state. Invariably, when an extension 
by one company is permitted into the 
territory of another company, exten- 
sions by mere drop lines are available 
to additional persons than the one in- 
volved in the particular case. If this 
practice is permitted to continue, it 
may lead to serious consequences in 
the telephone industry, particularly to 
those small companies that are now 
operating on the border line between 
financial success and failure. 

For the most part it appears that 
the Commission has proceeded on the 
erroneous assumption that, on the 
basis of his individual convenience, a 
subscriber located in a_ so-called 
“twilight zone” is entitled to either, 
and, in some cases, both of the services 
which may be available. In many of 
the cases little consideration has been 
given to the proper development of ex- 
change boundaries or the ultimate dis- 
advantages to the general public of 
duplication of facilities and dual serv- 
ice. Thus, in the Konn Case (1933) 
5 Wis PSC 241, the Commission stat- 
ed (p. 245): 

“Manifestly, it is the intent of 
§ 196.50(2) to avoid the unnecessary 
duplication of telephone lines in any 
one township, but it is as obvious that 
the law does not intend to deprive any 
subscriber of the use of the telephone 
service which, in a twilight zone, such 
as here exists, best serves his needs. 
With this interpretation of the stat- 
utes, it is apparent that no good end 
will be served by defining or definitely 
limiting territory within a town be- 
tween two or more telephone compa- 
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nies, even if the statute gives us the 
authority.” 

I believe that the principle enunciat- 
ed in the Konn Case, supra, and fre- 
quently followed by the Commission, 
as in this case, does not fall within the 
metes and bounds of public conven- 
ience and necessity. While the needs 
of individual subscribers in some in- 
stances may be great, they must yield 
to the needs of the public as a whole 
in the interest of sound telephone de- 
velopment which will provide adequate 
service at the least cost to all of the 
subscribers. It is significant in view 
of the policy stated in the Konn Case, 
supra, that the Commission in the very 
same case suggested a territorial 
agreement between the two telephone 
companies involved and dismissed the 
proceedings after a satisfactory agree- 
ment had been consummated. 


Many of the telephone extension 


cases arise because a prospective sub- 
scriber moves to another location in 
close proximity to his previous loca- 
tion and expects to have his former 
communication privileges moved with 
him. Obviously, it is not a function 
of the telephone business to move with 
the individual subscribers. The cost 
of such a procedure would place an 
unreasonable burden upon the relative- 
ly permanent group of subscribers 
which the telephone plant is designed 
to serve. The availability or lack of 
availability of the same telephone serv- 
ice is as much an advantage or disad- 
vantage of the new location as is the 
distance of such location from urban 
communities, or the proximity of good 
roads and schools or other utility serv- 
ices such as electric, gas, water, and 
transportation facilities. The general 
group of subscribers, which the exist- 
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ing telephone plant is designed to 
serve, ought not to be burdened with 
the cost of the extension of service 
to premises already receiving reason- 
ably adequate service from another 
telephone utility, nor should they be 
subjected to the discrimination arising 
from the preferential position of cer- 
tain subscribers with dual service. 

Telephone extension cases also fre- 
quently arise from changes in sub- 
scribers’ business interests. This case 
falls in that category since Mr. Peter 
requested Union Grove service only 
after he had acquired an automobile 
agency. Apparently the existing serv- 
ice arrangements were satisfactory un- 
til the change in business interests took 
place. Many of these changes are of 
a temporary nature. It is not reason- 
able that the general group of sub- 
scribers should be burdened with the 
cost and subjected to the discrimina- 
tion arising from a duplication of tele- 
phone facilities to meet the conver- 
ience of such subscribers. 

Section 196.50(2), Statutes, evi- 
dences the legislative policy of this 
state to prevent duplication of tele- 
phone facilities. The statutes vest the 
Commission with veto power over the 
extension of telephone service by one 
company into the territory of another 
if the Commission finds, after investi- 
gation, that public convenience and 
necessity do not require such exten- 
sion. 

The telephone business, by its very 
nature, is a natural monopoly. The 
large capital investment required, and 
the necessity for prompt and efficient 
communication among __ subscribers, 
ordinarily do not permit existence of 
more than one telephone utility in the 
same area. Especially is this true in 
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rural areas where the volume of busi- 
ness available frequently will not per- 
mit a single company to operate profit- 
ably. A division of the limited num- 
ber of available subscribers among 
two or more companies invariably re- 
sults in unprofitable operation by all 
of the companies, and usually results 
in lowering the standards of service 
furnished. 

In addition, the introduction of 
duplicate facilities makes available to 
a limited number of subscribers the 
use of additional telephone facilities 
which are not available to a majority 
of the subscribers. Thus, whereas a 
majority of the subscribers may be 
required to pay toll rates for calls 
to a near-by exchange, those cus- 
tomers to whom dual service becomes 
available may secure such calls with- 
out payment of toll, even though their 
need for the service may be less than 
those of other subscribers who have 
to pay toll. This is an unjustified dis- 
crimination. 

The continued existence of many 
small telephone companies is seriously 
threatened if unwarranted duplica- 
tions of facilities and invasions of ter- 
ritory are permitted, at the request of 
individual subscribers who find anoth- 
ef service more convenient or who de- 
sire to avoid the payment of toll 
charges. The drastic remedy of pro- 
viding duplicate lines and dual serv- 
ice should be invoked only where it 
can be clearly shown that the reason- 
ably adequate telephone service to 
which the public is entitled is not or 
cannot otherwise be provided. 

The telephone exchange area 
should, as nearly as possible, encom- 
pass all of the subscribers whose busi- 
ness and social needs are common to 
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the group as a whole. In many in- 
stances this may be a relatively com- 
pact group in and adjacent to an urban 
community. It is conceded that the 
extent and character of an exchange 
area may and should be changed from 
time to time as social and economic 
changes take place in and near the 
exchange area. To the extent that 
physical conditions and reasonable and 
sound telephone development will per- 
mit, telephone exchange areas should 
be responsive to and coextensive with 
the community of interest of the sub- 
scribers involved. 

The decision in this case, in effect, 
further aggravates what is already an 
unsatisfactory situation with respect 
to the exchange boundaries between 
the two companies. The duplication 
of facilities involved, although not ex- 
tensive, will make it possible for at 
least two other subscribers of the pres- 
ently serving company to also receive 
or substitute the service of the Union 
Mani- 
festly, only a clean-cut showing that a 
subscriber or a group of subscribers 
were being deprived of essential tele- 
phone service, or were burdened with 
excessive costs therefor, would justify 
an extension under the circumstances 
of this case. The fact that there is 
evidence that the toll service in certain 
instances is unsatisfactory does not 
warrant the installation of dual tele- 
phone service, unless reasonable and 
adequate service cannot be furnished 
otherwise. If there is reasonable com- 
plaint against the present toll service, 
that can and should be remedied by 
perfecting such toll service. On prop- 
er showing the Commission has ample 
authority to remedy poor service. 

For the reasons herein set forth, and 
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in view of the decisions in the Wis- 
well and Glendening Cases, supra, this 
complaint should be dismissed. 


Opinion and Order upon Rehearing 


An order was entered in this pro- 
ceeding on May 8, 1941 [printed here- 
with], authorizing and directing the 
Union Grove Telephone Company to 
extend its telephone line to the prem- 
ises of Felix Peter in the northwest 
quadrant of the crossing between 
highways 41 and 20 in Racine county. 

An application for rehearing was 
seasonably filed by the Wisconsin 
Telephone Company and granted by 
our order of June 14, 1941. 

Rehearing: July 2, 1941 at Madi- 
son before Examiner Samuel Bryan. 


APPEARANCES: Wisconsin Tele- 
phone Company, by F. J. Hart, Gen- 
eral Attorney, and W. E. McGavick, 


Attorney; Union Grove Telephone 
Company, by Harvey Nelson, Present 
Manager, Union Grove; Felix Peter in 


his own behalf. Of the Commission 
staff: Kenneth J. Jackson and 
Charles B. Hayden. 


The case was argued orally before 
Chairman R. W. Peterson and Com- 
missioner W. F. Whitney on August 
18, 1941. 

Upon rehearing it was shown on 
behalf of the Wisconsin Telephone 
Company that for a 3-month period 
ending January 25, 1941, all of the toll 
calls from Sturtevant to Union Grove, 
317 in number, were completed while 
the calling party remained on the line 
and that for the same period 98.3 per 
cent of the toll calls from Union Grove 
to Sturtevant were completed while the 
calling party remained on the line. 
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Of the total toll calls from Union 
Grove to points beyond Racine 97.6 
per cent were completed within three 
minutes, 98.7 per cent within five min- 
utes, and 99.6 per cent within ten min- 
utes. Of the total toll calls from 
Sturtevant to points beyond Racine, 
99.3 per cent were completed within 
three minutes, 99.7 per cent within 
five minutes, and 100 per cent within 
ten minutes. It was stated that the 
company’s complaint record shows the 
ordinary run of complaints which were 
corrected by routine repairs or other 
requisite action. There are at pres- 
ent three toll circuits between Sturte- 
vant and Racine and four toll circuits 
between Union Grove and Racine, 
These lines were said to have a ca- 
pacity materially greater than the pres- 
ent use. 

Mr. Peter testified that in the last 
fourteen months he has sold 22 auto- 
mobiles to residents of the area served 
by the Union Grove exchange as com- 
pared to 4 sold to residents of the area 
served by the Sturtevant exchange. 
He said that a rough check of the 
telephone directories indicated that 
about 150 patrons of the Union Grove 
exchange do business with him as com- 
pared to 28 patrons of the Sturtevant 
exchange. He said that purchasers 
of automobiles receive three service 
inspections and that this involves some 
telephone calls. Prospective purchas- 
ers would also call him and be called 
by him. The value of telephone serv- 
ice to him, he said, depends upon his 
patron’s ability to call him convenient- 
ly. 

Upon reconsideration of the orig- 
inal record, and having in mind the 
additional testimony offered upon re- 
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hearing and the oral argument, which 
in this case was transcribed, we adhere 
to our original finding and order. 


PETERSON, Chairman, dissenting: 
I believe that the original decision in 
this case should be reversed and the 
application of the applicant denied for 
the reasons more fully set out in my 
dissenting opinion in the decision fol- 
lowing the original hearing herein. 
The oral argument on rehearing more 
fully brought out the fact that the 
granting of this application will result 
in uneconomic duplication of facilities, 
resulting in discrimination in favor of 
the applicant, and against all other sub- 
scribers of the company, in receiving 
services that this applicant will receive 
under the majority opinion herein. 

It is apparent that this extension is 


not based on public convenience and 
necessity, but is based wholly on the 
private convenience and necessity of 
the applicant and the desire of the ap- 
plicant to further his own business en- 
terprises. Telephone services are not 
supplied for this purpose. Adequate 
and complete service is available to the 
applicant provided he is willing to pay 
for it. 

“The customers are entitled to de- 
mand service and the company must 
comply. The company is entitled to 
just compensation and, to have the 
service, the customer must pay for it. 
The relation between the company and 
its customers is not that of partners, 
agent, and principal, or trustee and 
beneficiary.” Fall River Gas Works 
Co. v. Gas & E. L. Comrs. (1913) 
214 Mass 529, 102 NE 475. 





NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Re New Hampshire Gas & Electric Company 


[D-F2098, Order No. 3903.] 


Security issues, § 112 — Competitive bidding for bonds. 
An electric utility, as a condition of authorization of a bond issue, should 
be required to set the price and terms of the issue by competitive bidding, 
where pertinent conditions point to the advisability of pursuing such a 


course. 


[May 9, 1941.] 


ETITION for authority to issue stock and bonds; granted on 
F entities 


APPEARANCE: W. A. Hill, for the 
petitioner. 


SmitH, Chairman: By a petition 
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filed April 22, 1941, the New Hamp- 
shire Gas & Electric Company seeks 
authority to increase its capital stock 
by issuing 7,500 additional shares of 
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no-par common stock and 10,000 
shares of $5 preferred stock having a 
par value of $100 per share, all of 
said stock to be issued in exchange for 
$1,500,000 principal amount of 6 per 
cent income notes now outstanding and 
held by the parent company, the New 
England Gas & Electric Association ; 
and to call all of its outstanding 44 
per cent first mortgage bonds and to 
provide for their redemption and for 
additional financing by the issuance of 
$2,000,000 of first mortgage bonds to 
bear interest at a rate not exceeding 
4 per cent per year. A hearing on this 
matter was held in Concord on May 5, 
1941. At this hearing the company 
presented the following balance sheet 
as of March 31, 1941, and pro forma 
balance sheet showing the effect of the 
proposed financing and_ estimated 
changes in Fixed Capital and Deprecia- 
tion accounts : 


Balance Sheet 
March Pro 
Assets 31, 1941 Forma 

Fixed Capital—Electric $3,918,217 $4,854,884 
‘ Nonoperating Property 16,784 16,784 
Investments 21,120 21,120 
Current Assets 463,719 464,434 
Deferred Debits 40,276 39,904 
$5,397,126 


$4,460,116 





Liabilities 
Common Stock 
Prefererd Stock 
Long Term Debt 
Current and Accrued 

Liabilities : 
Depreciation reserve .. 436,455 
Other Reserves and 
Miscellaneous Credits 25,278 
Contributions 3,026 
229,225 190, ‘603 


$4,460,116 $5,397,126 


$1,500,000 
1,000,000 
2,000,000 


211,132 
467,087 





The proceeds at par of the proposed 
bond issue, plus the estimated depre- 
ciation funds available, will provide 
the company with approximately $2,- 
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122,900, which will be used for the 
following purposes: 


1. Retirement of first mortgage 44% bonds, 
due 1963: 
Principal amount 
Call premium 


2. Retirement of bank loan 
3. Installation of added generating 
capacity 
4, Other plant expenditures 
5. Net cost of new issue: 
Estimated cost 
Estimated premium .... 


203,935 


30,000 


6,400 
$2,122,185 
715 





Balance of unused cash 
$2,122,900 


The records of the company and 
the details involved in the above pro- 
posals have been subjected by the 
Commission’s Accountant to such in- 
spection as leads him to place reliance 
upon the accuracy of the figures as 
submitted in connection with this case. 

As stated in the petition, the com- 
pany is faced with a substantial in- 
crease in demand for electrical energy, 
making desirable an increase in gener- 
ating capacity and the improvement of 
other equipment and facilities. 

The company’s capital budget shows 
an estimated expenditure after March 
31, 1941, on projects now approved 
of $825,000 for the added generating 
capacity and $203,935 for other im- 
provements, with offsetting retire- 
ments amounting to $92,268. 

The Commission’s engineer testified 
that the contemplated improvements 
are necessary or desirable and that the 
estimated construction costs appear to 
be reasonable. 

In addition to providing funds for 
the above-mentioned plant improve- 
ments, the proposed financing will re- 
sult in a reduced cost of money to the 
company and a more conservative cap- 
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ital structure. The presently outstand- 
ing $1,500,000 of 6 per cent income 
notes are to be replaced with $1,000,- 
000 of 5 per cent preferred stock and 
7,500 shares of common stock; and 
the present issue of 44 per cent first 
mortgage bonds will be replaced with 
bonds bearing an interest rate of not 
over 4 per cent, thus effecting a total 
annual saving in fixed charges of 
at least $44,900. The $1,020,000 
of new financing will bring the total 
cost of money up to $120,000 or 
$130,000, depending on the interest 
rate borne by the new bonds, as com- 
pared with a present cost of $134,100 
per annum. None of these calcula- 
tions include the cost of amortizing 
the call premium on the present bonds 
or any of the net debt expense. 

At the present time the funded debt 
of the New Hampshire Gas & Elec- 
tric Company equals 71.3 per cent of 
the total capitalization. ‘ The pro for- 
ma balance sheet as set forth above 


shows this ratio reduced to 44.5 per, 


cent with the common stock being in- 
creased from 28.7 per cent to 33.3 per 
cent, and the balance, 22.2 per cent, 
in preferred stock. 

In keeping with the policy of this 
Commission of requiring that price 
and terms of security issues be set by 
competitive bidding, where pertinent 
conditions point to the advisability of 
pursuing such a course, and in accord- 
ance with the requirements of Rule U- 
50 recently adopted by the Securities 
and Exchange Commission, the terms 
of our order authorizing the sale of 
the bond issue proposed in this case 
may be carried out by following the 
general procedure set forth below: 

1. The New Hampshire Gas & Elec- 
tric Company shall file with this Com- 
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mission, in advance of its issuance, a 
copy of its public invitation to bid for 
bonds which meet the requirements 
of this order. This invitation shall be 
so phrased as to insure truly compa- 
rable bids and shall require that the 
bidder name all parties associated in 
a joint bid or tender entered on behalf 
of a syndicate. 

2. The invitation shall fix the time 
and place for the opening of the sealed 
bids, which shall take place in the state 
of New Hampshire not less than ten 
days from the date of the publishing of 
said invitation. 

3. The invitation to bid on the 
bonds in question shall be published in 
such places as may be required by this 
Commission or by the appropriate 
Federal agency having jurisdiction 
over the subject matter. 

4. The duly authorized representa- 
tive of any person submitting a bid 
shall be entitled to be present at the 
opening of such bids and to examine 
each bid submitted. 

5. A statement showing in detail all 
bids received, together with the net 
proceeds and the cost of the money to 
maturity under each, shall be filed 
promptly with this Commission, such 
statement to serve as a basis for our 
supplemental order fixing the terms 
and price of the issue. 

The actual details of the procedure 
as carried out shall conform to prece- 
dents laid down in such cases as Re 
Connecticut River Power Co. (1936) 
18 NHPSC 6, and Re Public Service 
Co. (1936) 18 NHPSC 246, with 
such modifications as may be necessary 
to conform with the outline above and 
the requirements of Rule U—50 of the 
Securities and Exchange Commission. 
The above procedure may be under- 
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stood as being now established by this 
Commission to govern all cases in 
which the issuing utility is subject also 
to the jurisdiction of the Securities 
and Exchange Commission and must, 
therefore, comply with the aforesaid 
Rule U-50 of that Commission. 
Upon consideration of the facts as 
presented in this case, and under the 
conditions outlined above, we believe 
that the proposed financing and pro- 
gram of expansion will be in the pub- 


lic interest. Our order giving general 
authorization for the issuance and sale 
of the proposed securities issues will 
issue accordingly, subject to the con- 
dition that the terms and conditions of 
the bonds authorized to be sold shall 
be determined by the competitive proc- 
ess outlined above and approved by 
our supplemental order therefor. 


Barry and Swain, Commissioners, 
concur. 





CALIFORNIA RAILROAD COMMISSION 


Re Pacific Gas & Electric Company 


[Decision No. 34369, Application No. 24287.] 


Security issues, § 111 — Sales to employees. 
1. An invitation to employees to acquire preferred stock which has been 
authorized by the Commission is not objectionable, p. 290. 

Security issues, § 117 — Price and terms of payment — Sales to employees. 


2. No difference in price or terms of payment should be made in an offer- 
ing of preferred stock to the public and in an offering of the stock to 


employees, p. 290. 


[July 1, 1941.] 


PPLICATION for authority to issue and sell 5 per cent first 
A preferred capital stock; authorized subject to conditions. 


APPEARANCES: William B. Bosley 
and R. W. DuVal, for applicant. 


By the Commission: Pacific Gas 
and Electric Company, hereinafter 
some times referred to as applicant, 
asks permission and authority to issue, 
sell, and deliver at not less than par, 
400,000 shares of its 5 per cent first 
preferred capital stock of the par value 
of $25 per share, and use the proceeds 
received from the issue, sale, and de- 
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livery of said 400,000 shares of stock 
to reimburse its treasury in part on 
account of capital expenditures made 
on or prior to March 31, 1941, or to 
pay in part the cost of additions, ex- 
tensions, betterments, or improve- 
ments to its facilities made and to be 
made subsequent to March 31, 1941. 

As of April 30, 1941, applicant re- 
ports its authorized and outstanding 
stock as follows: 
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Item Authorized Outstanding 
Common stock 


$200,000,000 $156,533,925 

First wees stock 
140,000,000 104,941,550 
40,000,000 29,329,075 





Grand total ... $400,000,000 $290,804,550 


All classes of applicant’s stock are 
divided into shares of the par value 
of $25 each. Except for the variation 
in dividend rates, applicant’s three 
casses of preferred stock are entitled 
to the same rights and privileges. 

As of April 30, 1941, applicant’s 
bonded indebtedness amounted to 
$306,442,500 and consisted of the fol- 
lowing : 

Pacific Gas and Electric Company 


First and refunding mortgage: 
Series B, 6s, due Dec. 1, 1941 
Series G, 4s, due Dec. 1, 1964 
Series H, 32s, due ‘Dec. 1, 1961 
Series I, 34s, due June 1, 1966 
Series J, 3s, due Dec. 1, 1970 


$19,971,500 
91,393,000 
116,236,000 
50,000,000 
19,869,000 


San Joaquin Light & Power 
Corporation 


Unifying and refunding mortgage 


series B, 6s, due March 1, 1951 8,973,000 


$306,442,500 


Total 


The Pacific Gas and Electric Com- 
pany’s first and refunding mortgage, 
series B, 6 per cent bonds and the San 
Joaquin Light and Power Corporation 
unifying and refunding mortgage, se- 
ries B, 6 per cent bonds, are not calla- 
ble. It will be noted, however, that 
the Pacific Gas and Electric Company 
6 per cent bonds mature on December 
1, 1941. 

It is of record that applicant has 
expended for capital purposes up to 
March 31, 1941 the sum of $103,945,- 
838.60, which sum it has not obtained 
from the issue of stocks or bonds. In 
general, such expenditures represent 
the investment of applicant’s depreci- 
ation and other reserves and surplus 
earnings. Its reserves on April 30, 
1941, are reported at $141,413,372.53 
and its earned surplus at $54,473,594.- 
61. In Exhibit “C”’ applicant shows 
its uncompleted General Manager’s 
Authorizations and Unexpended Bal- 
ances, as of March 31, 1941, at $51,- 
310,069.12 and $35,999,479.50 re- 
spectively. The amounts are segre- 
gated to departments as follows: 


Total 

Amount 
Department Authorized 
Electric $46,771 ,232.57 
Gas 3,082,158.95 
Water collection 94,724.00 
Water pumping 46,120.00 
Railway 131,236.00 
Steam sales | 4,873.00 
1,179,724.60 


Expenditures 
T 


oO 
March 31, 1941 
$13,250,270.71 
1,366,195.02 

57,354.84 

23,395.34 

60,168.23 

4227.73 
548,977.75 


Unexpended 
Balance 
March 31, 1941 
$33,520,961.86 
1,715,963.93 

37,369.16 
22,724.66 
71,067.77 
645.27 
630,746.85 





Totals COSCO SHCEO SEES ORES EEE EE EE EBEEe $51,310,069.12 


$15,310,589.62 


$35,999,479.50 
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In addition, some of applicant’s 
construction work is carried on under 
division managers’ work orders. 
These call for an additional expendi- 
ture of about $8,500,000 during 1941. 

Included in the proposed electric de- 
partment expenditures is an authoriza- 
tion of $11,115,000 for a dam and 
powerhouse to be known as Cresta 
hydroelectric development and $10,- 
220,000 for the power house building, 
dam, and conduit with associated 
equipment, to be known as the Pulga 
powerhouse. There is now pending 
before the Commission a proceeding 
in which applicant asks for a certifi- 
cate of public convenience and neces- 
sity to construct said two hydroelectric 
projects. We will defer our permis- 
sion to applicant to use stock proceeds 
to construct the so-called Cresta and 
Pulga projects until such time as we 
have authorized their construction and 
applicant has advised us that it will 
construct the same. 

For the purpose of reimbursing its 
treasury and financing new construc- 
tion and paying obligations, applicant 
asks permission to issue at not less 
than par $10,000,000 of 5 per cent first 
preferred stock. The testimony shows 
that it is applicant’s intention to sell 
such stock through its own organiza- 
tion on a cash or instalment payment 
basis. It proposes to offer 320,000 
shares of said stock to the public at 
a price which will yield approximately 
the same percentage return to the pur- 
chasers of said shares of stock as the 
yield at market price of its 6 per cent 
and 54 per cent first preferred stock 
at the itme of the initial offering. It 
further proposes to offer not more 
than 80,000 shares of said 5 per cent 


preferred stock at not less than par 
to its employees and persons actively 
engaged in the conduct of its business 
except its directors, principal officers, 
and heads of its principal departments, 
Under its plan, the public will be asked 
to pay cash for the stock or make a 
down payment of $10 per share and 
monthly payments of $1.50. The em- 
ployees will be called upon to make a 
down payment of $5 per share and 
twelve monthly payments of $1.50 and 
one of $2 subject to interest adjust- 
ment. The employees’ payments will 


be deducted from their payrolls. They 
are not allowed to anticipate any 
monthly payments. 


It is the company’s plan to offer its 
5 per cent preferred stock to the gen- 
eral public at a price higher than that 
to be asked in the offering to its em- 
ployees. From the testimony of E. J. 
Beckett, applicant’s assistant treasurer, 
it appears that with existing market 
conditions, the probable offering price 
to the public will be $26.50 a share. 
As said, the 80,000 shares would be 
offered to the employees at $25 per 
share. 

In support of the differential be- 
tween the offering prices, it is urged 
that the lower price to the employees 
should result in additional suhscrip- 
tions, which ordinarily would not be 
received from a general offering, and 
should promote the employees’ interest 
in the welfare of the company. It is 
felt that some concession in the terms 
is necessary and desirable in obtaining 
the employees’ subscriptions. 

[1, 2] We have no objection to ap- 
plicant inviting its employees to ac- 
quire its stock, but feel that no differ- 
ence in price or terms of payment 


40 PUR(NS) 290 


— ey 9. 


+ tA mM mM © 


=e etm 425 =) =e 





L par 
tively 
siness 
icers, 
lents, 
asked 
ike a 
> and 
° em- 
ake a 
- and 
) and 
| just- 
; will 
They 


RE PACIFIC GAS & ELECTRIC CO. 


should be made in the offering to the 
public and in the offering to employees. 

While the order herein will author- 
ize applicant to issue and sell the 400,- 
000 shares of 5 per cent first preferred 
stock at not less than par, the testi- 
mony shows that if present market 
conditions continue to prevail, the 
stock will be offered to the public at 
a price in excess of par. 


ORDER 


Pacific Gas and Electric Company, 
having applied to the Railroad Com- 
mission for permission to issue, sell, 
and deliver $10,000,000 par value of 
its 5 per cent first preferred stock, a 
public hearing having been held, and 
the Commission being of the opinion 
that the money, property, or labor to 
be procured or paid for through the 
issue Of said stock is reasonably re- 
quired for the purposes specified here- 
in, and that the expenditures for said 
purposes are not, in whole or in part, 
reasonably chargeable to operating ex- 
penses or to income, 

It is hereby ordered that Pacific Gas 
and Electric Company be, and it here- 
by is, authorized to issue, sell, and de- 
liver, on or before December 31, 1942, 
at not less than $25 a share, 400.000 
shares of its 5 per cent first preferred 
stock of the aggregate par value of 
$10,000,000, and to use the proceeds 
to reimburse its treasury and to 
finance, in part, the construction ex- 
penditures referred to in Exhibits “B” 
and “C” filed in this proceeding, and 
the cost of paying its first and refund- 
ing mortgage, series B, 6 per cent 


bonds, due December 1, 1941, pro- 
vided : 

1. That only such expenditures as 
are chargeable to capital or investment 
accounts under the uniform systems 
of accounts prescribed or adopted by 
this Commission may be financed with 
proceeds received through the issue of 
the stock herein authorized ; 

2. That no authority is granted to 
Pacific Gas and Electric Company by 
this order to use proceeds from the sale 
of the stock herein authorized to be 
issued, to finance the costs of con- 
structing the Cresta and Pulga hydro- 
electric developments referred to in 
the foregoing opinion. 

It is hereby further ordered that 
within fifteen days after the effective 
date of the registration statement filed 
with the Securities and Exchange 
Commission, Pacific Gas and Electric 
Company shall file with the Commis- 
sion a copy of said registration state- 


.ment and a copy of each of the exhib- 


its referred to therein except such ex- 
hibits as were annexed to registration 
statements previously filed with the 
Securities and Exchange Commission 
and incorporated in said registration 
statement by reference. 

It is hereby further ordered that 
Pacific Gas and Electric Company 
shall file with the Railroad Commis- 
sion monthly reports as required by 
the Commission’s General Order No. 
24-A, which order in so far as ap- 
plicable is made a part of this order. 

It is hereby further ordered that the 
authority herein granted shall become 
effective upon the date hereof. 
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Re Monmouth Consolidated Water 
Company 


Valuation, § 48 — Rate base — Former findings of value. 
1. A computation of the value of tangible property, based on the Board’s 
findings in former rate cases and a former book value, plus net additions 
to date, is of doubtful value in determining a rate base, p. 298. 


Accounting, § 10 — Depreciation reserve account — Elimination from book 
and original cost. 
2. Items eliminated from the book cost and original cost of public utility 
property should be credited to fixed capital and charged against the re- 
tirement reserve, p. 299. 


Valuation, § 331 — Going value — Separate allowance — Supporting evidence. 


3. No separate allowance should be made for going value where there is 
no satisfactory proof of the amounts thereof, p. 299 


Valuation, § 333 — Going value — Established utility. 
4. The element of value in an assembled, established, and successfully 
operated water plant was considered to the extent which the Board deemed 
reasonable in the determination of fair value for rate-making purposes, 
p. 299. 

Valuation, § 330 — Going value — Assembled property. 
5. The Board considered a water company’s property as an assembled 
operating and going concern in estimating its fair value for rate-making 
purposes, p. 300. 

Revenues, § 2 — Estimates for future — War emergency. 
6. The Board, in estimating a water company’s operating revenues for 
rate-making purposes, must conclude that in view of defense activities in 
the area served there will be an increased consumption of water for a 
reasonable period in the future, and consideration must be given to such 
additional revenues, p. 300. 

Discrimination, § 67 — Municipalities — Free hydrant service. 
as a hydrant service to municipalities is unlawfully discriminatory, 
p. ‘ 

Revenues, § 16 — Uncollected revenue — Free hydrant service. 
8. A water company’s operating revenues must include the amount which 
the company should collect for fire hydrants previously unbilled, p. 301. 

Expenses, § 118 — Uncollectible accounts. 
9. The actual amount of bad debts written off by a water company in recent 
years was considered by the Board in fixing rates, p. 302. 

Return, § 115 — Water utility. 
10. A return of 4.40 per cent was held to be inadequate, a return of 
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6.34 per cent excessive, and a return of 5.52 per cent reasonable for a 


water company, p. 302. 


[August 20, 1941.] 


PPLICATION for authority to increase water rates; denied 
with recommendation that revised rates schedule be sub- 
mitted for consideration. 


APPEARANCES: C. H. Dickey for 
Monmouth Consolidated Water Com- 
pany; Ward Kremer for Asbury Park, 
city of Long Branch, boroughs of 
Bradley Beach, Deal, Eatontown, Fair 
Haven, Little Silver, Monmouth 
Beach, Oceanport, Rumson, Sea 
Bright, Shrewsbury, West Long 
Branch, townships of Middletown and 
Shrewsbury, city of Neptune City and 
borough of Neptune City; Wall, 
Haight, Carey & Hartpence by Ed- 
ward J. O’Mara and James R. Laird 
for Ocean Grove Camp Meeting As- 
sociation. 


By the Boarp: On November 14, 


1940, the Monmouth Consolidated 
Water Company filed with the Board 
a schedule of increased rates effective 
as of January 1, 1941. The Board 
suspended the proposed rates pending 
hearing and determination. 
At the outset it should be noted that 
the statute (48 :2-21.2d) provides: 
“When any public utility shall in- 
crease any existing individual rates 
charges, or schedules thereof, 
. or change or alter any existing 
classification, the Board, either upon 
written complaint or upon its own 
initiative, shall have power after hear- 
ing, upon notice, by order in writing to 
determine whether the increase, 
change, or alteration is just and rea- 
sonable. The burden of proof to show 
that the increase, change, or altera- 


tion is just and reasonable shall be 
upon the public utility making the 
same.” 


History of the Company 


Monmouth Consolidated Water 
Company was formed in 1926 by the 
consolidation of the Tintern Manor 
Water Company, the Monmouth 
County Water Company, and the 
Rumson Improvement Company. 
The Tintern Manor Water Company 
was organized in 1899. In 1901 the 
Long Branch Water Supply Company, 
the Sea Bright Water Supply Com- 
pany, the Deal Water Company, and 


the Middletown Water Company were 


acquired by the Tintern Manor Wa- 
ter Company. The New Jersey Wa- 
ter & Light Company was acquired by 
the Tintern Manor Water Company in 
1925. 

The Monmouth County Water 
Company was formed in 1911 by the 
consolidation of the East Jersey Coast 
Water Company, the Neptune City 
Water Company, and the Ocean 
Township Water Company. The 
Rumson Improvement Company had 
no mergers up to the time it was con- 
solidated with the Monmouth Consoli- 
dated Water Company in 1926. 


Territory Served 


Monmouth Consolidated Water 
Company, as now constituted, serves 
about 22,000 customers in a territory 
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extending approximately 23 miles 
along the Atlantic coast from Fort 
Monmouth south to Bradley Beach. 
A large part of the company’s business 
is seasonal. The territory has a 
permanent population of 80,000 and a 
summer population of 180,000. 

The following municipalities are 
served by the Monmouth Consolidated 
Water Company: the western part of 
the city of Asbury Park, the city of 
Long Branch, the boroughs of Bradley 
Beach, Deal, Eatontown, Fairhaven, 
Interlaken, Little Silver, Monmouth 
Beach, Neptune City, Oceanport, 
Rumson, Sea Bright, Shrewsbury, and 
West Long Branch, and the townships 
of Middletown, Ocean, Shrewsbury, 
and Neptune which includes Ocean 
Grove. 

There is an emergency connection to 
the municipal plants of Belmar and 
Asbury Park. Monmouth Consolidat- 
ed Water Company also sells water 
wholesale to the Shark River Hills 
Water Company and the Port au Peck 
Water Company. 


Description of Property 


There are four pumping stations 
each of which has its own source of 
supply, namely, Newman Springs sta- 
tion, West End station, Jumping 
Brook station, and Whitesville station. 
With the exception of a standpipe at 
Asbury Park which floats on the line, 
there is no elevated storage in the sys- 
tem so that the pressure in the mains 
is maintained by direct pumping. 

The total pumping capacity of the 
four stations is 21.55 m.g.d. of which 
the largest, Newman Springs, is the 
base load station. This station has a 
capacity of 13 m.g.d., obtained from 
40 PUR(NS) 


the surface supply flowing into Swim. 
ming River reservoir. 

The four stations are operated 
simultaneously only during the sum. 
mer months. Because the larger part 
of the territory served is made up of 
summer resorts, the demand for water 
fluctuates widely during the year, 
During the last few years the hourly 
peak has reached the capacity of the 
pumps on several occasions. The dis- 
tribution system contains 383 miles of 
mains of varying sizes. 


Capitalization 


The company has outstanding $3, 
564,000 first‘ mortgage 5 per cent gold 
bonds series A, dated June 1, 1926, 
and due June 1, 1956. There is out- 
standing 1,857 shares of $7 series 
cumulative preferred stock of no-par 
value having a stated value of $185,- 
000, and 26,000 shares of no-par value 
common stock having a stated value 
of $2,100,000. With the exception of 
directors’ qualifying shares, the com- 
mon stock is owned entirely by the 
American Water Works and Electric 
Company, Inc. of New York. 

There is an open account due to 
American Water Works and Electric 
Company, Inc., as of March 3}, 
1941, amounting to $456,000, accord- 
ing to the books of the company. 


Reasons for the Application 


The petition sets forth that the rea- 
sons for the proposed increase in rates 
are: 

“(a) The company is not now earn- 
ing and has not for some years past 
earned a fair return on the present 
fair value of its used and useful prop- 
erty. 

“(b) Increased investment, and an 
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increased cost of operation due to in- 
creased municipal and state taxes. 

“(c) Increased operating expenses 
due to the payment of state and Fed- 
eral unemployment and Federal so- 
cial security taxes; increased oper- 
ating expenses due to the initiation 
by the company of group insurance 
and annuity benefits, and more liberal 
treatment of labor with respect to 
hours, work, and wages paid.” 

The petitioner claims that the value 
of the property based on its appraisal 
js not less than $7,000,000, and asserts 
that for the past four years the re- 
turns, based on that value, are as fol- 
lows: 


The petitioner further alleges that 
the proposed increase in rates based 
on the then existing consumption, aft- 
er giving effect to the increased taxes, 
will produce a return substantially be- 
low 6 per cent on the claimed appraised 
value of $7,000,000. 


Present and Proposed Rates 

The present general service rates 
fall into three groups which are the 
outgrowth of the rate structure of the 
predecessor companies. 

1. In the northern part of the ter- 
titory, formerly supplied by the Tin- 
tern Manor Water Company, Rumson 
Improvement Company, and the New 
Jersey Water and Light Company, 
service is provided on both metered 
and fixture rates, in the city of Long 
Branch, the boroughs of Rumson, Sea 
Bright, Monmouth Bearch, Deal, Fair- 
haven, Little Silver, Oceanport, 
Shrewsbury, Eatontown and West 
Long Branch, and the townships of 


Middletown and Shrewsbury, and part 
of the township of Ocean. Bills are 
computed under the metered rates on 
the basis of annual consumption and 
are subject to annual minimum charges 
based on the number of fixtures. 

2. The southern part of the com- 
pany’s territory includes the western 
part of the city of Asbury Park, the 
boroughs of Interlaken, Neptune City 
and Bradley Beach, the township of 
Neptune, except Ocean Grove, and a 
part of the township of Ocean. This 
territory was formerly supplied by the 
Monmouth County Water Company 
and is entirely on a metered basis. 
Bills are computed on the basis of 
quarterly consumption with a service 
charge based on the size of the meter. 
The service charge does not include 
any consumption. 

3. In the Ocean Grove territory 
service is furnished on a metered rate 
with an annual minimum charge based 
on the size of the meter. There is a 
special contract with the Ocean Grove 
Camp Meeting Association of the 
Methodist Episcopal Church, which 
provides that the Association shall 
have the right to take water for its 
own purposes for a flat sum of $1,000 
per year payable monthly, and desig- 
nates the purposes for and points at 
which water may be taken. 

The proposed new schedule of rates 
is intended to supersede all the above 
rates and place the entire territory on a 
uniform metered basis for general 
service with the exception of Ocean 
Grove Camp Meeting Association, 
served under a special contract, and 
the Water Witch Club district where 
there is an additional charge for the 
extra pumping required because of its 
higher elevation. 
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The proposed new schedule of rates 
involves, in general, an increase in ex- 
isting rates. 


Rate Base 


Cost of reproduction. 

The company presented a reproduc- 
tion cost valuation based on a field in- 
ventory made under the supervision of 
H. C. Milholland of the staff of the 
American Water Works and Electric 
Company, Inc. The inventory of the 
distribution system is as of December 
31, 1939, and all other property as of 
October 1, 1939. No independent in- 
ventory was offered by the objectors. 
The inventory was priced by Mr. Mil- 
holland on the basis of prices current 
about January 1, 1940. 

Mr. Loeb, the principal witness for 
the objectors, indicates in his Exhibit 
O-3 that in his opinion the inventory 
presented by Mr. Milholland correctly 
represents all of the physical property 
in existence at the time of the inventory 
and that, in general, he is in accord 
with the reproduction cost estimates 
submitted by the company for proper- 
ty other than distribution property. 
He spot-checked the unit costs for 
distribution mains, services, meters, 
and hydrants. In some instances his 
unit prices are lower than those used 
by the company and in others practical- 
ly identical. He is in “substantial dis- 
agreement,” however, with the 15 per 
cent allowance for structural over- 
heads used by the company. He sub- 
stituted a group of indirect and over- 
‘head costs which amount to 7.2 per 
cent of a tangible fixed capital base of 
$5,906,464. He obtained this base 
by subtracting from the company’s 
tangible fixed capital of $6,355,999, an 
item of $49,080 for adjustment in unit 
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prices, $170,228 for duplicate proper. 
ty, and $230,227 for what in his opin. 
ior, is nonused and nonuseful property, 
This resulted in a total deduction by 
him for tangible fixed capital items of 
$449,535. 

The adjustment of $49,000 by Mr. 
Loeb is made up of two items relating 
to the unit prices used in pricing Ac- 
count 136—Distribution Mains and 
Accessories, and Account 137—Serv- 
ice Pipes and Stops. Mr. Loeb used 
unit prices which he testified were 
based on 4-year averages. Exhibit 
P-6 introduced by Mr. Milholland 
shows steadily increasing prices for 
cast-iron pipe and waterworks con- 
struction during the 4-year period 
adopted by Mr. Loeb. Mr. Milhol- 
land’s reproduction cost estimate was 
based on prices current about January 
1, 1940. 

The $170,228 deduction by Mr. 
Loeb in Account 136—Distribution 
Mains and Accessories, is for dupli- 
cate property. That this deduction 
was for duplicate property was dis- 
closed by the objectors’ witness, R. H. 
Craig, who admitted in his testimony 
that he arbitrarily deducted all the 
parallel mains in the system without 
consideration of the circumstances un- 
der which the parallel mains were laid 
or what the consequences to the con- 
sumers’ supply would be if these dupli- 
cate mains were physically removed. 
On this witness’ admission this deduc- 
tion is not justified. 

The deduction of $230,227 repre- 
sents eliminations in sixteen accounts 
for items of nonused or nonuseful 
property, the largest of which is 
$120,439 from Account 129—Steam 
Power Plant Equipment. As to this 
deduction Mr. Craig contended that 
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the company has excess capacity in 
pumping equipment. He based this 
contention on the claim that the peak 
demand on the system is approximate- 
ly 8.5 m.g.d. The annual reports to 
this Board, however, indicate a 24- 
hour peak of 16 m.g.d. in the summer- 
time, and evidence at the hearings 
shows that an hourly peak of 21 m.g.d. 
occurred on several occasions. A fur- 
ther indication of the necessity of the 
existing capacity is the increasing use 
of water; particularly at Fort Mon- 
mouth where it is due to continued ex- 
pansion of defense activities. Mr. 
Loeb recognized this increased demand 
for water service by making an allow- 
ance therefor in his revenue estimate. 

The evidence supports elimination 
by Mr. Craig of the following items of 
land which are not reasonably held for 
present or future use and a camp shack 
which is not used or useful: 


Account Amount 
105-1-A 
105-1-B 


108-3-B 
111-2 
112-4 


Manasquan tract 
”» ” 


Neptune twp. 

Asbury avenue 
Bradley Beach 

C2 DRECEIS) ic ccccs 
Camp shack— 

Swimming river 


8,240.00 
1,049.00 
$19,005.00 


The evidence does not support the 
other eliminations made by him with 
the exception of the following items 
which were also eliminated by the com- 
pany’s witness, Mr. Berry, as property 
not in use or useful: 


Amount 


115-4 No. 3 well—Jumping Brook 
$ 6,492.00 


3,000.00 
4,000.00 
$13,492.00 


station 

122-1 12 Filters—Newman 
Springs station 

122-173 Wash water tank— 
Whitesville station we. 
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The foregoing reproduction cost es- 
timates, which do not include working 
capital and going value, are compared 
below: 

Milholland Loeb 
(for the (for the 
company) objectors) 


$50,000 — $50,000 
6,355,999 5,906,464 


953,400 430,688 
$7,359,399 $6,387,152 
62,581 62,581 


$7,421,980 $6,449,733 
762,701 953,278 


$6,659,279 $5,496,455 


Items 
Organization 
Tangible fixed capital . 
Structural overhead 





Net additions 
10-1-39 to 12-31-40 





Accrued depreciation .. 





Depreciation. 

Mr. Berry, a company witness, tes- 
tified to a total accrued depreciation of 
$762,701 on the entire property, cor- 
recting an error in his previous testi- 
mony which set the accrued deprecia- 
tion at $759,940. This accrued depre- 
ciation is approximately 10.4 per cent 


of Milholland’s $7,309,399 estimate of 


the cost to reproduce the tangible fixed 
capital including overheads. This es- 
timate of depreciation was the result 
of a detailed examination of the spe- 
cific items constituting the property, 
with which property witness was 
thoroughly familiar. 

Mr. Craig, objector’s witness, made 
a lump sum estimate of depreciation of 
15 per cent. This estimate was based 
solely on his judgment after a general 
examination of the property. He 
made no estimate of the accrued de- 
preciation on the particular items of 


property. 


Original cost. 

This company witness, Sharpe, sub- 
mitted an original cost estimate, 
which is based on available books and 
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records of the predecessor companies 
and other acceptable sources. This 
exhibit shows a total for the property, 
exclusive of intangibles, of $5,675,804 
as of December 31, 1940. 

Objector’s Exhibit 0-3 includes an 
original cost estimate of the Mon- 
mouth Consolidated Water Company 
property as of December 31, 1940. It 
is based on the record of the 1905 
court of chancery rate case of the Tin- 
tern Manor Water Company, the 1916 
rate case of that company before this 
Board, the rate case of the Monmouth 
County Water Company before this 
Board in 1919 [see PUR1919E 747] 
and the various annual reports to the 
Board by the Monmouth Consolidat- 
ed Water Company and its predeces- 
sor companies. 

On Page 18 of Exhibit 0-3 Mr. 
Loeb states : 

“Tt is our considered opinion that 
the original cost of the property of 
Monmouth Consolidated Water Com- 
pany, before adjustments, is not more 
than $5,552,356 and that such origi- 
nal cost less book depreciation at De- 
cember 31, 1940, was not more than 
$4,514,761.” 

The difference of $123,448 between 
the two estimates is largely accounted 
for by two items which were excluded 
by Mr. Loeb in his computation. The 
first, an item of $70,000, appears from 
the record to have been actually ex- 
pended for fixed capital purposes by 
the Tintern Manor Water Company 
about 1905. 

The other major item in this differ- 
ence results from variations in adjust- 
ments by witnesses Sharpe and Loeb 
for pricing of retirements. The re- 
tirements made between 1926 and 
1940 were recorded on the company’s 
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books on the basis of the appraisal 
figures (at the time of the merger) 
rather than at original cost. In order 
to adjust the retirements during this 
period to the original cost basis, Mr, 
Sharpe reduced the book retirements 
by $110,000. Mr. Loeb’s reduction 
for the same purpose was $46,573, 
which is $63,427 less than the amount § 
used by Mr. Sharpe. However, it ap- 
pears that Mr. Loeb’s adjustment re- 
lates only to the period 1926-1934. It 
was admitted by Mr. Loeb that if fur- 
ther adjustment were to be made for 
the 1935-1940 period then the aggre- 
gate adjustment would be $110,000. 

The two items referred to above 
reconcile the difference between Mr. 
Loeb’s and Mr. Sharpe’s estimates of 
undepreciated original cost to within 
less than $10,000. These estimates 
are, therefore, in substantial agree- 
ment. 


Former findings of value plus addi- 
tions. 

[1] Exhibit 0-3 also includes a 
computation by Mr. Loeb of the val- 
ue of the tangible property based on 
the findings of this Board in the 1916 
Tintern Manor Water Company rate 
case; the 1919 Monmouth County 
Water Company rate case and the 
1926 book value of the Rumson Im- 
provement Company. To these base 
figures are added the net additions to 
December 31, 1940, resulting in a final 
amount of $5,853,119. 

To say the least, this figure ($5,- 
853,119) so derived is, because of its 
hybrid nature, of doubtful value in 
determining a rate base. The findings 
of the Board in 1916 and 1919 were 
based on conditions prevailing at that 
time and are the result of a composite 
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of reproduction and original cost esti- 
mates. To these figures are added net 
additions to date and a book figure at 
a different date. 


Book value. 

[2] Exhibit 0-3, page 33, sets up 
the book value of the tangible proper- 
ty undepreciated as of December 31, 
1940, at $5,695,545.18. The basis 


| for this figure is the item for fixed 


capital, $7,375,079.97, shown on the 
company’s balance sheet. From this 
Mr. Loeb subtracts intangibles 
amounting to $1,679,534.79, which 
appears on the company’s balance sheet 
for 1931. The company contends in 
its brief that this latter amount is in- 
correct and should be $470,800 as 
shown on the balance sheet in the com- 
pany’s annual report to the Board for 
1940. 

From the $5,695,545 Mr. Loeb 
subtracts retirement reserve of $991,- 
021.72 appearing on the company’s 
books which he adjusts by the addi- 
tion of $46,573.24 used by him in his 
original cost estimate. This brings 
his deduction for depreciation to $1,- 
037,594.97 and his net book value of 
tangible property before other adjust- 
ments as of December 31, 1940, to 
$4,657,950.21. 

Mr. Loeb makes further adjust- 
ments of fixed capital and retirement 
reserve for (a) property not used and 
useful and duplicate property, (b) al- 
leged excessive engineering fees, and 
(c) contributions for extensions, thus 
revising the book value of tangible 
fixed capital to $5,072,433, the retire- 
ment reserve to $957,493, and the net 
book value of tangible property to 
$4,114,940 as of December 31, 1940. 

In his reproduction cost estimate 


Mr. Loeb eliminated $170,228 as dup- 
licate property and $230,227 as non- 
used or nonuseful property. He also 
eliminated the corresponding amounts 
from the book cost and the original 
cost, but if these items are to be elimi- 
nated from the book cost or original 
cost they should be credited to fixed 
capital and charged against the retire- 
ment reserve. Hence in deducting the 
full amount of his adjusted book re- 
tirement reserve from the original cost 
estimate and the book value of fixed 
capital, Mr. Loeb fell in error. 


Going value. 

[3, 4] The only testimony on go- 
ing value was submitted by Mr. Biggs 
for the company. He claimed a sepa- 
rate allowance of $400,000. The wit- 
ness testified that the company not 
only is entitled to this allowance but 
that going value is increasing because 
the company is continuing to attach 
new customers. The testimony as to 


going value is largely hypothetical and 


speculative. 


Going value is not something to be 
read into every balance sheet as a per- 


functory addition. The Board con- 
siders that where there is no satisfac- 
tory proof of the amount of going 
value it should be excluded as an item 
of property to be separately appraised. 
Therefore the Board will make no 
separate allowance for going value in 
this proceeding. It recognizes that 
there is an element of value in an as- 
sembled, established and successfully 
operated property and will consider 
this element to the extent which in its 
judgment is reasonable in the deter- 
mination of the fair value of the prop- 
erty for rate-making purposes. 
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Working capital. 

The company claimed $122,438.23 
for cash working capital, materials, 
and supplies. 

Mr. Loeb’s allowance for working 
capital is a negative amount as appears 
on page 42 of Exhibit O-3. He de- 
ducted the amount of consumers’ de- 
posits and ‘unearned revenue,” and 
did not make proper provision for pay- 
ment of taxes. 

In his estimate of materials and sup- 
plies and cash balance to be kept in 
local banks, Mr. Loeb is in substantial 
agreement with the company’s witness, 
Mr. Sharpe. 

The Board concludes that an allow- 
ance of $100,000 for cash working 
capital and materials and supplies is 
fair and reasonable. 


Summary of estimates. 
The estimates and calculations re- 
lating to the value of the company’s 


property submitted by the various wit- 
nesses are summarized and compared 


in appendices “A” and “B.” A con- 
densed comparison of the results is as 
follows : 


Cost of Reproduction— 
COMPANY: 0 scacesecdes Pee erery es $7,181,717 
Objectors 5,382,146 

Original Cost— 
Company 
Objectors 

Book Value—Objectors 


$6,248,242 
3,973,062 
$4,106,097 
Conclusion as to fair value. 

[5] After carefully weighing all 
the evidence and giving consideration 
to the briefs submitted on behalf of 
the petitioner and objectors, the Board 
concludes that the fair value for rate- 
making purposes as at December 31, 
1940, of all of the property of the 
petitioner used and useful in the serv- 
ice of the public, including working 
capital and intangible as well as tan- 
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gible elements of value, is $5,600,000 
and that this sum constitutes on the 
record made, a fair rate base. In 
reaching this conclusion the Board 
has considered the property as an as. 
sembled operating and going concern, 


Operating Revenues 


[6] Mr. Stoney, for the company, 
under present rates estimated a nor. 
mal year’s operating revenue at $589. 
170. This estimate was based on rev- 
enues for the year 1940, which the 
witness considered a normal year. 

Mr. Loeb estimated a normal year's 
operating revenue to be $652,299 un- 
der present rates. This amount was 
based on an average of the operating 
revenues for the years 1939 and 1940 
after applying certain adjustments. 
His principal adjustments are based 
on estimates of an increase in reve- 
nues from additional metered consum- 
ers, additional revenues, from Fort 
Monmouth and from two housing de- 
velopments in the company’s territory. 
Mr. Loeb reduced the average reve- 
nue from unmetered private service to 
give effect to a reduction in the num- 
ber of customers in this class brought 
about by the company’s metering pro- 
gram. The only remaining adjust- 
ment of any consequence was due to 
extraordinary demands by the munici- 
pal water system of Asbury Park dur- 
ing the summer of 1939. 

Upon consideration of all the proofs 
and the company’s regular reports for 
the first two quarters of 1941, the 
Board concludes that the amount of 
$620,786 represents a reasonable es- 
timate of a normal year’s operating 
revenues under the present rates, ex- 
clusive of any increased revenues that 
should have been derived from “free 
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hydrant” service hereafter comment- 
ed on, and from the expansion of ac- 
tivities at Fort Monmouth. The claim 
set forth by the company that these 
increased revenues from Fort Mon- 
mouth are only temporary is not sup- 
ported by any satisfactory testimony. 
The Board, in view of defense activi- 
ties in this territory, is forced to the 
conclusion that the increased consump- 
tion of water at Fort Monmouth will 
continue for a reasonable period in the 
future and that consideration must be 
given to such additional revenues. The 
only estimate of increased revenue 
from this source was submitted by 
Mr. Loeb and was $29,397. <A check 
of Mr. Loeb’s estimate indicates that 
it is not excessive and is likely to be 
exceeded. 


Fire hydrants. 

[7] The record shows that there 
are 57 hydrants which have never 
been billed to the municipalities. This 
is the type of discrimination that it 
was sought to end by the act under 
which this Board functions. This 
“free service” was not in fact free. 
Its cost was borne by the other public 
and private consumers. At an annual 
fire hydrant rate of $25 this would 
have produced additional revenues un- 
der the present rates of $1,425 per an- 
num, additional revenues uncollected 
through unjust and unreasonable dis- 
crimination unqualifiedly forbidden by 
the laws of the state. 


Conclusion as to estimate of revenues 
under present rates. 

[8] To the amount of $620,786 es- 
timated by the Board to represent a 
normal year’s operating revenues 
should be added the increased revenue 
from Fort Monmouth ($29,397) and 


the $1,425 which the company should 
collect for the 57 fire hydrants previ- 
ously unbilled. The result is $651,- 
608 which the Board finds reasonably 
represents the prospective operating 
revenues for the year 1941 under pres- 
ent rates. 


Operating Expenses 


Mr. Stoney testified that the com- 
pany’s operating expenses including 
maintenance and depreciation in a nor- 
mal year were $256,680. However, 
Mr. Stoney used in his estimate the 
actual operating expenses for the year 
1940 except for the maintenance ac- 
counts, for which he used the average 
annual expenses for the 5-year period 
ended December 31, 1940. 

Mr. Loeb, subject to certain adjust- 
ments, averaged expense items for the 
years 1939 and 1940 to reach his esti- 
mate of $245,126 for operating ex- 
penses including maintenance and de- 
preciation for a normal year. 

After consideration of the exhibits 
and the testimony relating to this sub- 
ject, the Board is of the opinion that 
$250,215 represents a fair and rea- 
sonable annual allowance for operat- 
ing expenses excluding taxes and un- 
collectible accounts, but including pro- 
vision for amortization of the costs 
incurred by the company in connection 
with these proceedings. To this 
amount should be added an allowance 
to cover the additional pumping and 


‘purification expenses resulting from 


the substantial increase in the con- 
sumption of water particularly at 
Fort Monmouth. A study of the com- 
pany’s annual reports over a period of 
years, together with the trend of 
pumping and purification costs for the 
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first two quarters of 1941 indicates 
that an allowance of $4,000 is reason- 
able for these added costs. The Board, 
therefore, will adopt the amount of 
$254,215 for annual operating ex- 
penses, 


Uncollectible Water Bills 


[9] The company’s estimate for 
the item of uncollectible water bills is 
$3,000 annually. Mr. Loeb’s estimate 
for this item is $1,631. His estimate 
is based largely upon conclusions 
reached from a survey of collection ex- 
perience of other New Jersey Water 
Companies which, however, do not 
serve seasonal communities, as well 
as the collection experience of a num- 
ber of electric utilities operating in 
various states along the Atlantic Sea- 
board. Mr. Loeb apparently did not 
give adequate consideration to the ac- 
tual amount of bad debts written off 
by the company in recent years. In 
view of the seasonal character of the 
territory served and the actual expe- 
rience of the company with respect to 
bad debts, the Board finds that an an- 
nual allowance of $3,000 is not un- 
reasonable. 


Taxes 


On the basis of the evidence and the 
estimates of revenues and expenses 
above set forth the Board will adopt 
an allowance of $147,498 for annual 
taxes. This allowance gives effect to 
an increase in local taxes of some $13,- 
000 levied on the property of the 
company for the year 1941 by the city 
of Long Branch. Since certain tax 
items are related to revenue and in- 
come levels this allowance will be sub- 
sequently adjusted to conform to the 
Board’s final conclusions. 
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Income Statement 


The following schedule sets forth 
in condensed form an income state- 
ment based on the conclusions in the 
previous sections. 

Operating revenues 


Operating expenses 
Uncollectible water bills .. 





Amount available for 


Return earned under present rates. 

[10] After full and complete con- 
sideration of the evidence in this pro- 
ceeding the Board finds that the 
amount of $246,895 represents a fair 
and reasonable estimate of the annual 
return under present rates. This is 
equivalent to a rate of return of 4.40 
per cent on a rate base of $5,600,000. 
In the opinion of the Board this rate 
of return is inadequate. It therefore 
follows that the existing rates are un- 
just and unreasonable and fail to af- 
ford an opportunity to earn a fair re- 
turn on a reasonable rate base. 


Return under proposed rates. 

From Exhibit P-8 it appears that 
the company estimates the annual op- 
erating revenue from the proposed 
rates based upon 1940 sales at $725,- 
060. The company admittedly has not 
given any consideration to the increase 
in business during 1941. Giving ef- 
fect to the already experienced in- 
crease in business over 1940 levels, 
heretofore referred to, it is the opin- 
ion of the Board, based upon all the 
testimony and exhibits relating to this 
phase of the proceedings, that the pro- 
posed rates will produce an annual op- 
erating revenue of $805,259 and a re- 
turn of $354,797 after giving appro- 
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priate effect to additional taxes on 
revenues and income. 

This return of $354,797 is equiva- 
lent to a rate of return of 6.34 per cent 
on a rate base of $5,600,000. In the 
opinion of the Board this rate of re- 
turn is excessive under present day 
conditions. 


Amount of return requested by peti- 
tioner. 

The petitioner submits in its brief 
that a return in the amount of $309,- 
130 is necessary in order for it to re- 
store its credit and enable it to raise 
money. This amount represents a 
rate of return of 5.52 per cent on a 
rate base of $5,600,000. In the light 
of the testimony the Board does not 
consider such a return excessive or un- 
reasonable. 


Deficiency of return 
Return requested by petitioner .. $309,130 
We find the actual return under 
existing rates to be 


Deficiency in return 


After giving effect to taxes related 
to revenue and income it is the conclu- 
sion of the Board that an increase in 
annual operating revenues of approxi- 
mately $86,000 will be required to 
produce an annual return of approxi- 
mately $309,130 and that a schedule 
of rates effecting such an increase of 
$86,000 will be just and reasonable 
under all of the circumstances of this 
case. 

From the present posture of the 
record there is no basis upon which 
the Board can allow increases in rates 
for public and private service that will 


increase annual operating revenue by 
more than $86,000, an increase that 
will afford the company, as before 
stated, a return of $309,130. An in- 
crease of $86,000 in annual operating 
revenue so affording a return of $309,- 
130 will, in the judgment of the 
Board, afford the company the return 
which it claims its proposed schedule 
of rates would yield. 


Conclusion 


On the basis of the foregoing con- 
siderations the Board finds and deter- 
mines : 

1. That the existing schedule of 
rates is unjust and unreasonable in 
that it does not afford opportunity to 
make a fair return. 

2. That the schedule of rates pro- 
posed by the company is unjust and 
unreasonable in that it will yield an 
excessive return and that the proposed 
schedule is therefore hereby disap- 
proved. 

3. That a schedule of rates which 
will increase annual operating reve- 
nues on the basis of current sales by 
$86,000 is just and reasonable. 

4. That the company shall submit 
for the consideration of the Board 
within twenty days of the date of this 
decision a revised schedule of charges 
for service, to be effective with bills 
rendered on and after October 1, 1941, 
and so designed as to produce an in- 
crease in annual operating revenue of 
not more than $86,000 in excess of 
the amount of annual operating reve- 
nue determined by application of pres- 
ent rates to current sales. 
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Appendix “A” 
Summary of Valuation Estimates Based on 
Cost of Reproduction 


Estimated Cost 
of Reproduction 


Company Objectors 
Exh. P-27 Exh. O-3 
$51,525 $51,525 
6,304,474 6,304,474 





Total land and 
structural plant . 
Deductions 
Plant not used or 


$6,355,999 $6,355,999 


$230,227 
Duplicate plant 170,228 


Adjustment for unit 


49,080 
$449,535 
$5,906,464 
430,688 
$6,337,152 
50,000 





Total deductions 

Land and structural 
plant 

Structural and general 
overheads 

Total tangible fixed 
capital 

Organization 


Net additions 10/1/39 
to 12/31/40 (from 
books) 


62,581 62,581 





Total fixed capital 
12/31/40 

Estimated accrued de- 
preciation 


$7,421,980 
762,701 


$6,449,733 
953,278 





Fixed capital less de- 
preciation 
Going value 

Working capital—cash 

Materials and sup- 


$6,659,279 
400,000 
92,677 


29,761 


$5,496,455 
*38,288 
29,445 





Adjust for contributions 
for extensions 


$7,181,717 $5,487,612 


105,466 





Adjusted total as of 
12/31/40 





Total fixed capital .... $7,359,399 $6,387,152 





* Denotes credit item. 


Appendix “B” 
‘y of Valuation Estimates Derived from Books and Records! 





Tangible fixed capital ..... aces sseies 


Deductions 
Contributions for extensions 
Not used or useful and duplications 
Excessive engineering fees 


Total deductions 


Total tangible fixed capital 
Deduction for depreciation 


Tangible fixed capital less depreciation 
Organization 
Total fixed capital 12/31/40 
Going value 
Working capital—Cash 
Materials and supplies 


Original Cost 


Objectors 
Exh. O-3 


$5,552,356 


Company 
Exh. P-21 


$5,675,804 


$5,382,146 


Book Value 


Objectors 
Exh. 0-3 


$5,695,545 





100,223 
338,767 
175,101 


100,223 
347,788 
175,101 





$614,091 


$623,112 





$5,675,804 
No Exhibit 


$4,938,265 
956,360 


$5,072,433 
957,493 





$3,981,905 


*38,288 
29,445 


$4,114,940 


*38,288 
29,445 





$6,248,242 


$3,973,062 


$4,106,097 


1 Objectors’ calculation of value based on former findings by the Board is not shown. For 


this item see page 298 of decision. 
* Denotes credit item. 
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62,581 


1,449,733 
953,278 
496,455 
*38,288 
29,445 


——__. 


487,612 
105,466 


——__. 


382,146 


Value 


jectors 


h. 0-3 
195,545 


23,112 
72,433 
57,493 


RE HUDSON TRANSIT CORPORATION 


NEW YORK PUBLIC SERVICE COMMISSION 


Re Hudson Transit Corporation 


[Case 529.] 


Certificates of convenience and necessity, § 76 — Grounds for denial — Time 
interval before operation possible. 


A certificate of convenience and necessity for an extension of a motor 
bus route over a road to be reconstructed should be denied, although the 
route would be a public convenience, where no contract has as yet been 
let for the reconstruction and, after the contract has been let, it will prob- 
ably be two years before construction will be completed; but the petition 
should be denied without prejudice to its renewal if and when new con- 


struction has been completed. 


[August 26, 1941.] 


ETITION for authority to extend motor bus route; denied 


without prejudice. 


APPEARANCES: D. Clinton Domi- 
nick, Harriman, President, Hudson 
Transit Corporation; A. E. Tomp- 
kins, New York city, General Passen- 
ger Agent, New York, Ontario & 
Western Railway. 


Lunn, Commissioner: Petitioner 
now owns and operates a motor bus 
route between the city of Newburgh, 
Orange county, and the village of EI- 
lenville (Ulster county) over State 
Highway Route No. 52, also between 
the village of Ellenville, Ulster coun- 
ty and the hamlet of Wurtsboro, Sulli- 
van county, over State Highway 
Route No. 209; also between Monti- 
cello, Sullivan county and Liberty, 
Sullivan county, via the hamlet of 
Woodbourne over State Highway No. 
42, between Monticello and Wood- 
bourne, and State Highway No. 52 
between Woodbourne and Liberty, be- 


[20] 305 


sides various other routes in south- 
eastern New York. 
Petitioner testified that the New 


. York State Department of Highways 


is about to improve Highway No. 52 
between Ellenville and Woodbourne. 
When this road is completed, it will 
furnish a direct route from and to 
Hudson river points to Liberty and 
points west. 

At the present time, State High- 
way No. 52 between Ellenville and 
Woodbourne is a narrow winding 
road not at all suitable for motor bus 
traffic. Witness testified that this 
highway is in such condition that it is 
impractical for anyone to operate 
heavy vehicles over it. The prospec- 
tive work by the State Department of 
Highways will give a 2-lane con- 
crete pavement. Petitioner testified 
that a certificate to operate over this 
route under the present conditions 
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would be worthless. In other words, 
petitioner would not consider it safe 
to use this route for bus operation un- 
til after its reconstruction by the State 
Highway Department. 

It would seem that with the new 
construction that an alternate route 
over State Highway No. 52 between 
Ellenville and Woodbourne would be 
a public convenience but question aris- 
es as to policy. No contract has as 
yet been let for this new construction 
and after the contract has been let, it 
will probably be two years before the 
construction will be completed. Un- 
der these conditions, I do not think 
that it would be good policy for the 
Commission to grant a certificate of 
convenience and necessity inasmuch as 


such a grant carries with it an order, 
and the order always contains a clause 
stating that unless the bus operation 
started by a certain date the order 
would be null and void. 

So far as I know this Commission} 
has never granted a certificate of con- 
venience and necessity where the bus 
operation was to commence at least# 
two years hence. For that reason, | 
recommend that the petition be denied 
without prejudice to its renewal if and 
when the new construction has been 
completed so that if an order was to 
be issued, it would be possible to com-| 
mence operations within a reasonablet 
time. 

An order carrying out this recom- 
mendation is herewith submitted. 





SECURITIES AND EXCHANGE COMMISSION 


Re Commonwealth & Southern Corporation 


[File No. 59-20, Release No. 2831.] 


Intercorporate relations, § 19.8 — Holding company simplification — Evidence | 
— Values. 

Expert testimony on the value of securities held by a registered holding § 
company is irrelevant to the issues raised by an order to show cause under 
§ 11(b) (2) of the Holding Company Act, 15 USCA § 79k (b) (2) 
where the issues resolve themselves into the questions (1) whether the 
present corporate structure unduly or unnecessarily complicates the struc- 
ture or unfairly or inequitably distributes voting power among security 
holders of the holding company system, and (2) whether a reduction of 
the corporate structure to a single class of stock, that is, common stock, 
would be a step necessary to insure that the company’s corporate struc- 
ture would meet the requirements of § 11(b) (2), at a stage of the pro- 
ceedings when no question of allocating securities is before the Commis- 


sion. 
[June 19, 1941.] 


FFER of expert opinion evidence relating to the value of 

holding company assets in proceeding instituted under § 11 

(b)(2) of the Holding Company Act; objection to admission 
of evidence sustained and hearing reconvened. 
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APPEARANCES: Winthrop, Stim- 
gn, Putnam & Roberts, by George 
Roberts and Hayden N. Smith, and 
John C. Weadock, for the Common- 
wealth & Southern Corporation; Paul 
‘, Davis, Louis F. Davis, and Leonard 
2 Ackermann, for the Public Utilities 
Jivision of the Commission. 


By the Commission: A question 
as arisen as to whether or not expert 
valuation testimony is relevant to the 
ssues raised in this proceeding by our 
sotice of and order for hearing dated 
joril 8, 1941,? concerning the Com- 
nonwealth & Southern Corporation, 
, registered holding company, re- 
pondent. 

The proceeding arises under § 11 
(b) (2) of the Public Utility Hold- 
ing Company Act of 1935, 15 USCA 
§79k (b) (2), which makes it the 
duty of this Commission “as soon as 
practicable after January 1, 1938: 

“(2) To require by order, after no- 
tice and opportunity for hearing, that 
ach registered holding company and 
each subsidiary company thereof, shall 
take such steps as the Commission 
shall find necessary to insure that the 
corporate structure or continued ex- 
istence of any company in the holding 
company system does not unduly or 
unnecessarily complicate the structure, 
or unfairly or inequitably distribute 
voting power among security holders, 
of such holding company system. 


The aforesaid notice of an order 
for hearing recited, among other 
things, that we had reasonable grounds 
to believe that: ‘“The corporate struc- 





1Holding Company Act Release No. 2679; 
Federal Register (Vol. 6, No. 70, p. 1884) 
April 10, 1941. 
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ture of the holding company system of 
the Commonwealth & Southern Cor- 
poration is unduly and unnecessarily 
complicated”; that “Voting power is 
unfairly and inequitably distributed 
among security holders of the holding 
company system of the Common- 
wealth & Southern Corporation” ; and 
that “The corporate structure of the 
Commonwealth & Southern Corpora- 
tion, the top company of the holding 
company system, is such as not to jus- 
tify more than a single class of stock.” 
The order provided, among other 
things, that the respondent be given 
opportunity to show cause at the hear- 
ing “why an order should not be en- 
tered pursuant to § 11(b) (2) of said 
act requiring said the Commonwealth 
& Southern Corporation, the top hold- 
ing company in said holding company 
system, to reduce its corporate struc- 
ture to a single class of stock, such 
stock to be common stock. e 

In response to this order the re- 
spondent has offered to produce an ex- 
pert witness, J. Samuel Hartt, to give 
opinion testimony on the value of the 
securities held by the respondent. 
Such testimony would include the wit- 
ness’ opinions regarding the reproduc- 
tion costs of the operating properties 
of subsidiaries and the extent to which 
they are depreciated, based upon ac- 
tual examination of the properties; 
and would further include his esti- 
mates of the reasonably anticipated 
earnings of the operating properties 
and, presumably, the probable earnings 
flow from the subsidiaries to the re- 
spondent. The testimony of this wit- 
ness would take months to prepare and 
introduce into the record. Through 
it the respondent offers to prove that 
the intrinsic value and earning power 
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of the respondent’s assets are sufficient 
to support a substantial amount of 
preferred stock which would meet the 
requirements of § 11(b) (2) of the 
act. 

The Public Utilities Division ob- 
jects to the reception of such opinion 
testimony at this stage of the proceed- 
ing, on the ground that it is not rele- 
vant to the immediate issues. These 
issues resolve themselves into two 
questions: 


(1) Does the present corporate 
structure of the respondent “unduly 
or unnecessarily complicate the struc- 
ture, or unfairly or inequitably dis- 
tribute voting power among security 
holders, of [its] holding company sys- 
tem’? 
and 

(2) Would a reduction of the re- 
spondent’s corporate structure to a 
single class of stock—i. e., common 
stock—be a step “necessary to insure” 
that the respondent’s corporate struc- 
ture will not “unduly or unnecessarily 
complicate the structure, or unfairly 
or inequitably distribute voting power 
among security holders, of such hold- 
ing company system” ? 


(1) Present structure. 

On the basis of statistical data con- 
tained in the respondent’s own state- 
ment,® we should have no hesitation 
in concluding that question (1) above 


should be answered in the affirmative. 
Not all of the statistics in such state- 
ment are of recent date, and respond- 
ent will have an opportunity to supple- 
ment them at the hearing. However, 
it is amply demonstrated by those 
statistics that are up to date that the 
respondent’s corporate structure is re- 
pugnant to the standards of § 11(b) 
(2) of the act, and no amount of ex- 
pert valuation testimony could alter the § 
facts on which that conclusion is 
based. 

Briefly, such repugnancy is estab- 
lished by the following facts: 

The respondent has outstanding 1,- 
500,000 shares of cumulative $6 divi- 
dend preferred stock of no par value, 
stated on its books at the liquidating 
value of $100 per share, and 33,673,- 
328 shares of common stock, no par 
value, stated at $5 per share. The re- 
spondent’s corporate net income has 
not been sufficient since 1932, on the 
basis of its own books, to cover its 
preferred dividend requirements, and 
for the six years 1935-1940 respond- 
ent has paid but half of the $6 pre- 
ferred dividend. Thus it was in ar- 
rears on preferred dividends $26,993,- 
394 on December 31, 1940, and $28,- 
118,231 on March 31, 1941. Respond- 
ent has paid no dividends on its com- 
mon stock since 1931. According to 
its books on March 31, 1941, it had but 
$2,931,045 earned surplus and $127,- 





2 The respondent has filed in this proceeding 
a statement setting out, among other things, 
the companies in the holding company system, 
the capitalization of such companies, and the 
securities thereof held by the respondent, book 
figures regarding assets, liabilities, and earn- 
ings of the system companies, income received 
and dividends paid by respondent over a period 
of years, and other matters relating to the cor- 
porate structure of the system and its constitu- 
ent companies. This statement was filed by re- 
spondent in answer to allegations contained in 
a report on similar matters prepared by the 
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Public Utilities Division on which we based 
our order to show cause initiating this proceed- 
ing, and also our statement of tentative con- 
clusions issued in the collateral proceeding now 
pending under § 11(b)(1). Cf. Re Common- 
wealth & Southern Corp. Holding Company 
Act Release No. 2626, March 19, 1941, 38 PUR 
(NS) 39. While the report filed by our staff 
may be regarded as tantamount to a pleading in 
the case, no reliance is placed thereon for the 
purposes of this opinion. All statements of fact 
herein are based on the statement and brief of 
respondent. 
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782 capital surplus. On the same date 
respondent had outstanding option 
warrants entitling holders to purchase 
17,588,956 shares of common stock of 
the respondent at $30 per share.® 

The 33,673,328 shares of common 
stock, on which dividends cannot be 
paid in view of the arrearages in pre- 
ferred dividends, have a stated value 
of $168,366,640. Adding to this the 
capital surplus and earned surplus per 
books, and deducting preferred divi- 
dend arrearages, the common stock 
represented $143,307,236 or 42.35 per 
cent of the respondent’s total capital- 
ization and surplus per books as of 
March 31, 1941. Holders of such 
common stock had 95.7 per cent of the 
voting power in the corporation. 
Holders of the preferred stock, with a 
stated value of $150,000,000 repre- 
senting 44.32 per cent of total capital- 
ization and surplus,* had 4.3 per cent 
of such voting power. 

We do not understand that there is 
any serious contention that testimony 
of an expert witness will or could be 
offered for the purpose of affecting 
our conclusion, based on the forego- 
ing, that the corporate structure of the 
respondent (particularly in view of its 
presently outstanding preferred stock) 


unduly and unnecessarily complicates 
the structure, and unfairly and in- 
equitably distributes voting power 
among security holders, of the re- 
spondent’s holding company system.® 
We think it clear that the testimony of 
such a witness would be wholly irrele- 
vant to that issue, and that enough has 
been said to demonstrate the necessity 
for action of some kind to bring re- 
spondent’s corporate structure into 
compliance with the standards of § 11 
(b) (2) of the act. 


(2) Proposed structure. 

The remaining question, then, is 
whether or not expert opinion evidence 
as to the intrinsic value and prospec- 
tive earning power of respondent’s as- 
sets is relevant to the ultimate problem 
of what steps by the respondent are 
“necessary to insure” that its corpo- 
rate structure shall not unduly or un- 
necessarily complicate the structure of 
the system within the meaning of § 11 
(b), (2). It is recognized that a re- 
distribution of voting power might be 
effected on some fair and equitable 
basis without distributing other as- 
pects of the respondent’s corporate 
structure ; but that would not meet the 
other requirement of the section. 
Some readjustment to respondent’s 





8In connection with these warrants it is 
noted that the common stock of the respond- 
ent has never sold for a price as high as $30 
per share on the New York Stock Exchange, 
where such stock was listed shortly after 
the organization of the respondent in 1929. 
Since 1931 the highest price recorded for 
such stock on the exchange was 64, and it has 
generally sold at less than 1 in recent months. 

*If dividend arrearages be added, the pre- 
ferred stock represented 52.63 per cent of 
total capitalization and surplus. 

5It will be noted that we have based this 
conclusion on the respondent’s corporate his- 
tory alone, without reference to comparable 
figures on a consolidated basis. This is be- 
cause complete up-to-date figures on a con- 
solidated basis are not presently available. As 


of December 31, 1939, respondent’s common 
stock and consolidated surplus represented but 
18.24 per cent of total consolidated capitaliza- 
tion and surplus per books (without reflecting 
preferred dividend arrearages then approxi- 
mating $22,500,000) ; and the holders of such 
common stock controlled an overwhelming 
percentage of the voting power of each com- 
pany in the system. 

Respondent states that substantial changes 
have occurred since 1939 to alter the con- 
solidated balance sheet, and presumably it in- 
tends to introduce supplemental data at the 
hearing. All such matters will have our full 
consideration. It is obvious, however, that 
such data cannot alter the fact that respond- 
ent’s present corporate structure is of itself 
repugnant to the standards of § 11(b) (2). 
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security structure is clearly necessary 
to eliminate preferred dividend ar- 
rearages and remove the undue and 
unnecessary complication attributable 
to the outstanding $6 dividend pre- 
ferred stock. 

We have expressed the tentative 
conclusion, and have thus raised the 
issue for the purposes of the hearing, 
that respondent’s capitalization should 
be reduced to a single class of common 
stock. That substantially all of re- 
spondent’s assets consist of holdings 
of common stocks of public utility 
companies, and that a very large pro- 
portion of its earnings are derived 
from dividends thereon,® are circum- 
stances that lead forcibly to the con- 
clusion that a sound security structure 
for respondent should include nothing 
but common stock. Preferred stocks 
based on no assets other than common 
stocks, and fixed dividend require- 


ments supported only by the prospect 
of common stock dividends, can hard- 
ly be regarded as conservative as a 


general rule. Substantial amounts of 
‘ senior securities are outstanding 
ahead of most of the common stocks 
held by respondent, and the earnings 
applicable to such common stocks, on 
which respondent depends for its in- 
come, are of course subject in large 
part to fixed interest charges and pre- 
ferred dividend requirements. De- 
spite those circumstances, however, an 
argument might be made on the basis 
of asset values and prospective earning 
power that some amount of preferred 
stock would be justified from an eco- 
nomic standpoint—judged by ordi- 
nary standards and apart from the 
special standards of the Holding Com- 


pany Act. A consideration of under- 
lying asset values and prospective 
earning power would be relevant to 
that question. But the proffered ex- 
pert testimony is irrelevant and im- 
material here in view of the express 
requirements of § 11(b) (2) and in 
the light of other provisions of the act 
hereinafter referred to. 

For the purpose of argument only, 
we will assume that a reasonably small 
amount of preferred stock would be 
justified here on purely economic 
grounds—i. e., on the sole basis of the 
intrinsic value and prospective earning 
power of the respondent’s properties. 
The question which then arises is 
whether respondent’s corporate struc- 
ture, including such preferred stock, 
would meet the requirements of § 11 
(b) (2) of the act, or would “unduly 
or unnecessarily complicate” the struc- 
ture of its holding company system. 

Although it is true that complexity 
“is not a matter to be determined 
merely by counting the classes of se- 
curities outstanding,’ nevertheless 
the mere existence of preferred stock 
does in some degree complicate the 
structure within the contemplation of 
§ 11(b) (2), and a reasonable necessity 
for such complication must appear be- 
fore its existence can be justified under 
the terms of the act. 

As we said in Re Community Power 
& Light Co. (1939) 6 SEC 182, 194, 
32 PUR(NS) 149, 159: “Speaking 
generally, one-stock plans are highly 
desirable not only in order to simplify 
a company’s corporate structure but 
also to facilitate compliance with the 
requirements of paragraph (1) of 
§ 11(b).” A proceeding under § 11 





6 The respondent so states in its brief, p. 4. 
7Re Community Power & Light Co. 
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(1940) 33 F Supp 901, 914, 35 PUR(NS) 
135, 153. 
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(b) (1) involving the respondent and 
its subsidiary companies is now in 
progress,® and although the issues 
therein have not been determined, the 
respondent must be required to limit 
the operations of its holding company 
system to “a single integrated public 
utility system” and to such incidental 
businesses and such “additional inte- 
grated public utility systems” as meet 
the stringent tests of § 11(b) (1). 
Among those tests is one requiring 
that all the additional systems that can 
be retained must be located in one state 
in which the principal system operates, 
or in one or more adjoining states or a 
contiguous foreign country.? Mere 
reference to a map of respondent’s sys- 
tem is enough to show that it does not 
meet that geographical requirement, 
for its public utility companies now op- 
erate in states extending from Michi- 
gan to Florida. Respondent will have 
to divest itself of the securities of a 
number of its subsidiary companies. 
It is of course possible that the di- 
vestiture of subsidiary company se- 
curities by respondent pursuant to § 11 
(b) (1) might be accomplished by 
sales for cash which could be used to 
retire preferred stock,” but it would be 
unfortunate for respondent to be in 
the position of depending solely upon 
sales for cash, and thus be at the mercy 
of the market, when that is not neces- 
sary. Protection of respondent’s 
stockholders and the exigencies of § 11 
(b) (1) require that the respondent be 
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in a position also to distribute securi- 
ties of its subsidiaries in kind among 
its stockholders. The existence of a 
preferred stock would seriously im- 
pede or possibly prevent such distribu- 
tion, and would, therefore, obstruct 
compliance with § 11(b) (1). Clear- 
ly, the requirement of § 11(b) (2) 
that there be no unnecessary complica- 
tion in the corporate structure must be 


‘interpreted and applied in the light of 


the mandate of § 11(b) (1). 

As we have seen, our task under 
§ 11(b) (2) is to find what steps are 
necessary “to insure’ that the struc- 
ture of the system will be neither un- 
duly nor unnecessarily complicated by 
respondent’s corporate structure. The 
ordinary meaning of the word “in- 
sure’ when used in this sense is “to 
make sure or secure, assure, guaran- 
tee” “to make certain.” Thus, the 
responsibility imposed upon us under 
§ 11(b) (2) is a heavy one. Com- 
plexity in the respondent’s corporate 
structure must not be permitted with- 
out a clear demonstration of reason- 
able necessity. 

No such necessity is shown here. 
A one-stock plan would involve a com- 
paratively simple readjustment be- 
tween the respondent’s two classes of 
stock. Respondent argues that if we 
should exclude the proffered testi- 
mony on valuation and then enter an 
order requiring respondent to reduce 
its corporate structure to a single class 
of stock, our action would be tanta- 





8Re Commonwealth & Southern Corp. 
Holding Company Act Releases Nos. 1956 and 
2626, supra. 

9 This interpretation of § 11(b) (1) (B) 
has been fully considered by us and adopted 
in connection with another matter now pend- 
ing. Re Engineers Pub. Service Co. File 
No. 59-4 [See 40 PUR(NS) 1]. Our opin- 
ion thereon is to be issued within a few days. 
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10Cf, Re Utilities Power & Light Corp. 
(1939) 5 SEC 483, 516, 517 and Re Ogden 
Corp. (1940) 7 SEC 610, 34 PUR(NS) 307. 

11 Funk & Wagnall’s New Standard Dic- 
tionary of the English Language (1937). 

12Shorter Oxford English Dictionary 
(1936). See also Webster’s New Internation- 
al Dictionary (1939). 
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mount to a finding that the present 
common stock is of little or no value. 
There is, however, no sound basis 
for such a contention. Whether or 
not the present common stock has sub- 
stantial value, a readjustment recog- 
nizing its interests can be worked out 
on a fair basis when the time comes. 
Similarly, the prior rights of the pre- 
ferred stock can be fully compensated 
without a new issue of preferred. A 
plan can be fair even though the hold- 
ers of senior securities are “given in- 
ferior grades of securities, or even se- 
curities of the same grade as are re- 
ceived by junior interests. Require- 
ments of feasibility of reorganization 
plans frequently necessitate it in the in- 
terests of simpler and more conserva- 
tive capital structures. And standards 
of fairness permit it.” 7 

However, no question of allocating 
securities is before us now. At a 
later point in the proceeding, when the 
fairness of a plan is the question at 
issue, we must, of course, consider the 
value of the respondent’s outstanding 
preferred and common stocks, to de- 
termine whether or not the plan fair- 
ly recognizes and compensates the 
priorities of the one and the junior in- 
terests of the other. Although expert 


opinion testimony regarding such val- 
ues may not even then be particularly 
helpful, it would be relevant.* But 
at this stage of the proceeding no plan 
is before us for consideration and no 
questions of fairness or of values are 
presented. For the reasons stated, our 
consideration must be directed to the 
question whether, in simplifying re- 
spondent’s corporate structure under 
§ 11(b) (2), there is any necessity of 
permitting the existence of a class of 
security other than common stock. 

The proffered expert testimony is 
irrelevant to the issues raised by the 
order to show cause and should be ex- 
cluded at this stage of the proceeding. 
An appropriate order will issue recon- 
vening the hearing for the purpose of 
taking such other evidence as may be 
appropriate to the issues herein. 

By the Commission (Chairman 
Eicher and Commissioner Pike, Com- 
missioner Healy concurring in the re- 
sult) ; Commissioners Henderson and 
Purcell not participating. 


ORDER 


A proceeding having been instituted 
pursuant to § 11(b) (2) of the Public 
Utility Holding Company Act of 1935 
by the Commission’s notice of and or- 





13 Consolidated Rock Products Co. v. Du- 
Bois (1941) 312 US 510, 85 L ed 982, 61 S Ct 
675, 686. Cf. Re Community Power & Light 
Co. (1940) 33 F Supp 901, 35 PUR(NS) 135; 
Re Federal Water Service Corp. (1941) 8 
SEC —. Holding Company Act Release No. 
2635. It is true that in the past we have 
approved issues of preferred stock for the 
purpose of helping to maintain the absolute 
priorities of creditors (Re Utilities Power & 
Light Corp., supra), or to give recognition 
to superior rights of a debtor’s old preferred 
stockholders over the subordinated claims of 
a holding company creditor (Re Mountain 
States Power Co. (1939) 5 SEC 1). At the 
time of those decisions considerable doubt was 
entertained as to law applicable to that ques- 
tion, as to which see Commissioner Healy’s 
separate opinion in Re Utilities Power & Light 
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Co., supra, 5 SEC at pp. 520, 521. The 
Supreme Court’s opinion in the Consolidated 
Rock Case, supra, quoted in part, goes a long 
way toward dispelling that doubt. It seems 
clear now that in many cases it will not be 
necessary to provide for senior equity securi- 
ties even in a plan of reorganization under 
the Bankruptcy Act. 

14 The helpfulness of such testimony is open 
to doubt because, in the last analysis, it is 
our function to draw the necessary conclusions 
as to asset values and prospective earning 
power from basic facts in the record. Thus, 
whether or not there is opinion testimony by 
an independent expert witness, the important 
thing is that there must be in the record suffi- 
cient basic facts from which the ultimate con- 
clusions can be drawn. 
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der for hearing dated April 8, 1941, 
to determine, among other matters, 
what steps are necessary to be taken by 
the Commonwealth & Southern Cor- 
poration, a registered holding compa- 
ny, respondent, to insure its compli- 
ance with § 11(b) (2) of said act; 
A question having arisen as to the 
admissibility of certain expert opin- 
ion evidence proffered by respondent 
relating to the value of respondent’s 
assets and counsel for the Public Util- 
ities Division having objected to the 
same on the ground that it is irrelevant 
to the issues now pending pursuant to 
said notice of and order for hearing; 
The Commission having this day is- 
sued and filed its opinion, concluding 
the said proffered evidence is irrele- 


vant at the present stage of this pro- 
ceeding and should be excluded; it is 

Ordered, that the objection of coun- 
sel for the Public Utilities Division in 
respect of such proffered evidence be 
and it hereby is sustained ; and it is 

Further ordered, that the hearing in 
this matter be reconvened before the 
trial examiner at 10 a. M. on the 24th 
day of June, 1941, at the offices of the 
Commission, 1778 Pennsylvania ave- 
nue, N. W., Washington, D. C., in 
such room as may be designated on 
such date by the hearing room clerk in 
Room 1102, for the taking of such 
further evidence in this matter as may 
be appropriate and not inconsistent 
with the opinion of the Commission 
this day issued. 
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Re Park Water Company 


[Decision No. 34373, Application No. 23621.] 


Certificates of convenience and necessity, § 71 — Local consent — Evidence of 


consent, 


1. The statute providing that every applicant for a certificate shall furnish 
such evidence as the Commission may require to show that he has “re- 
ceived the required consent, franchise, or permit” of the local govern- 
mental body, does not require every such applicant to show his possession 
of a franchise or other consent formally issued by the local governmental 


body, p. 316. 


Certificates of convenience and necessity, § 25 — Power of Commission — Local 


consent 


Evidence of consent. 


2. The Commission is not empowered by statute to determine finally the 
right of an applicant for a certificate to occupy the public ways, although, 
as a matter of procedure, it should require a sufficient representation as 
to such rights in a proceeding to obtain a certificate of convenience and 


necessity, p. 316. 
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Certificates of convenience and necessity, § 83 — Grant or denial — Franchise 
rights. 

3. A subdivider of land who has reserved to himself or others the ease- 

ments necessary to lay and maintain water pipes in the highways he 

dedicates to public use is under no obligation to obtain a franchise for 

the use of those ways; so when the applicant for a certificate makes such 

a representation the Commission will grant the certificate if need for serv- 


ice be shown, in the absence of protest from the local governmental body, 
p. 316. 


Certificates of convenience and necessity, § 19 — Powers of Commission — Local 
consent. 
4. The Commission may consider a water company’s application for a 
certificate upon its merits, where the water company has presented evidence 
to show that possession of a county franchise is not a prerequisite for 
occupancy of the streets within the areas it desires to serve, p. 316. 


Certificates of convenience and necessity, § 25 — Powers of Commission — 
Rights in streets. 
5. The Commission may not decide whether or not an applicant for a 
certificate may lawfully claim an exclusive right to occupy certain streets 
as the terms of its easements provide, p. 316. 


Monopoly and competition, § 24 — Exclusive nature of certificate. 
6. A certificate granted by the Commissicn is not exclusive, p. 317. 
Monopoly and competition, § 24 — Operation under certificate — Scope of op- 
eration. 


7. A certificate given to a man several years ago, permitting him to render 
water service within an area considerably broader than his intended sub- 
division development, should not be construed as securing to him for all 
time the exclusive right to occupy the whole of that area, p. 317. 


Certificates of convenience and necessity, § 90 — Grant or denial — Water 
‘ service — Preference of landowner. 


8. The preference expressed by the owner of land should not control the 
Commission’s action in granting or refusing a certificate to one of two 
applicants for authority to furnish water service to that area, p. 317. 


[July 1, 1941.] 


PPLICATION for right to furnish water in certain unin- 
d \ corporated areas; granted. 


y 


APPEARANCES: Paul Overton, for CRAEMER, Commissioner: The 


applicant; John F. McCarthy, for F. 
H. Uehling Water System, protes- 
tant; H. J. Kessler, for Highway 
Manor Tract, protestant; D. F. 
Urschel, for Lynwood Gardens Mu- 
tual Water Company, interested par- 
ty; Edward F. Wehrle, for East Bell 
Land Company, protestant. 
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Park Water Company operates sev- 
eral domestic water systems within 
noncontiguous areas of Los Angeles 
county between the cities of Los Ange- 
les and Long Beach. By this applica- 
tion it seeks authority to serve ten 
other unincorporated areas recently 
subdivided for residential purposes. 
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These additional service areas are 
described in the application by their 
subdivision numbers, they being des- 
ignated as recorded Tracts Nos. 
11090, 11514, 11724, 12050, 12068, 
12187, 11992, 12276, 12035, and 
11998. Amendments were offered at 
the time of hearing, however, to elimi- 
nate Tract No. 12035, and to add a 
part of Tract No. 12295, as well as an 
unsubdivided area of ten acres lying 
east of Tract No. 11998. There are 
approximately 246 acres included in 
all. , 

The applicant corporation is con- 
trolled by the same interests that have 
undertaken the development and sale 
of these lands for residential purpos- 
es. Complete water systems have al- 
ready been installed in all except two 
of the tracts, and it appeared at the 
hearing that services had already been 
connected to more than 400 newly 
erected residences. Its water supply is 
ample for all prospective needs, being 
obtained either from old wells for- 
merly used for irrigation of the land 
or from wells recently drilled. 

Two protests were presented to the 
granting of the application in full. The 
East Bell Land and Water Company 
objected to the inclusion of Tract No. 
12295, but this objection was with- 
drawn when applicant offered to elimi- 
nate that part consisting of lots 1 to 
25, inclusive. The F. H. Uehling 
Water System protested the granting 
of a certificate covering any part of 
Tract No. 11992. The facts underly- 
ing the latter protest require some ex- 
planation. 

In 1931 Mr. Uehling was granted a 
certificate of sufficient scope to cover 
not only his immediate real estate de- 


315 


velopments but also certain other un- 
subdivided areas, including that here 
in question. He had obtained a fran- 
chise from the county authorities lim- 
ited to the then existing public streets. 
The land which now comprises Tract 
No. 11992 was more recently acquired 
by interests closely associated with ap- 
plicant water company, and, before 
undertaking its subdivision, they deed- 
ed to applicant what purports to be an 
exclusive right or easement to lay wa- 
ter mains throughout. A map deline- 
ating the newly dedicated streets was 
then recorded. As before noted, ap- 
plicant began at once the construction 
of a water distribution system. Uehl- 
ing’s existing system adjoins this tract 
on three sides. His water supply ap- 
pears ample to permit the extension of 
service to the tract, and his filed rate 
schedules are no higher than those ap- 
plied by the applicant company. 

Mr. Uehling’s protest is rested up- 
on the claim that applicant has unlaw- 
fully invaded his rightful service area. 
It is contended that a certificate from 
this Commission, as well as a franchise 
issued by the county of Los Angeles, 
were prerequisites to the lawful con- 
struction of a water system within 
Tract No. 11992. In reply, applicant 
asserts that the easements it acquired 
by deed before the land was subdivid- 
ed relieved it from the obligation of 
obtaining any franchise or consent of 
the local authorities permitting it to 
occupy the newly dedicated streets. 

The above summarized facts suffi- 
ciently reveal the legal and equitable 
issues presented. The Commission is 
called upon to give effect to the provi- 
sion contained in § 50(c) of the Pub- 
lic Utilities Act declaring that every 
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applicant for a certificate shall furnish 
such evidence as the Commission may 
require to show that he has “received 
the required consent, franchise, or per- 
mit” of the local governmental body. 
It does not appear that the applicant 
has been advised by the county of Los 
Angeles that a franchise is in fact de- 
manded. What the applicant asserts 
is a legal right to lay and maintain its 
water facilities within this tract, even 
an exclusive right, regardless of the 
position taken by the county authori- 
ties. The protesting utility, on the 
other hand, although it too lacks a 
franchise to occupy the streets in this 
particular area, offers now to apply to 
the county for the right to extend its 
mains therein. 

[1-3] The Commission has never 
viewed the provisions of § 50(c) as 
requiring every applicant for a certifi- 
cate to show his possession of a fran- 
chise or other consent formally issued 
by the local governmental bodies. Al- 
though this section contemplates that 
the Commission as a matter of pro- 
' cedure should require each applicant 
to make sufficient representation as to 
his legal right to occupy the public 
ways, it is evident that the Commis- 
sion is not empowered finally to deter- 
mine that question. Recognition must 
be given to judicial decisions holding 
that such a legal right may exist inde- 
pendently of any franchise or other 
consent formally granted. In the light 
of such decisions, the Commission re- 
peatedly has stated that a subdivider 
of land who has reserved to himself 
or others the easements necessary to 
lay and maintain water pipes in the 
highways he dedicates to public use 
is under no obligation to obtain a fran- 
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chise for the use of those ways. So, 
when an applicant represents this to be 
the fact, and it does not appear that 
the local governmental body takes a 
contrary position, it has been the prac- 
tice of the Commission to grant a cer- 
tificate if a need for the new service 
be shown. We see no reason why we 
should depart from that precedent to- 
day. Such action is not to be taken 
as a determination that the utility thus 
certificated does in fact possess suffi- 
cient legal right to occupy the public 
ways, but merely that a sufficient show- 
ing has been made to satisfy the pro- 
cedural requirements of the act. 

[4, 5] The water company which 
is the applicant here has presented evi- 
dence to show that possession of a 
county franchise is not a prerequisite 
for occupancy of the streets within the 
areas it desires to serve, a showing 
which we must deem sufficient to sat- 
isfy all procedural requirements and 
to permit the Commission to consider 
the application upon its merits. The 
protestant further argues, however, 
that applicant may not lawfully claim 
an exclusive right to occupy those 
streets, as the terms of its easements 
provide, the protestant contending that 
he may not be denied the privilege of 
extending his system into this same 
area. But this too is not a question 
which the Commission may decide. It 
will be sufficient to state merely that 
we doubt the power of any landowner 
to so circumscribe either this Com- 
mission or the local governmental 
body in determining what utility shall 
be permitted to maintain and operate 
utility facilities. Hence, we shall here 
proceed to consider the merits of the 
instant application for a certificate up- 
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on the assumption that we are free to 
choose between the applicant and the 
existing certificate holder. 

[6-8] It is axiomatic that a certifi- 
cate granted by the Commission is not 
exclusive. The certificate given to Mr. 
Uehling a number of years ago per- 
mitting him to render water service 
within an area considerably broader 
than his intended subdivision develop- 
ment should not have been construed 
as securing to him for all time the ex- 
clusive right to occupy the whole of 
that area. Since that certificate was 
given, there have been a number of 
subdivision developments within that 
area to which he has not extended his 
water facilities. He does not now ex- 
press a willingness to serve any of 
the tracts covered by this application 
except Tract No. 11992. The appli- 
cant company, on the other hand, has 
offered to assume the full utility obli- 
gation of extending its system to serve 
the newly subdivided areas which its 
afhliated interests are continuously de- 
veloping. Those interests have done 
everything in their power to secure to 
applicant the right to render water 
service within those areas. Although 
the preference expressed by the owner 
of the land should not control the 
Commission’s action, it is an impor- 
tant factor to be considered. In our 
judgment that applicant has made a 
sufficient showing to justify the grant- 


ing in full of its application as 
amended. 


ORDER 


A public hearing having been had 
upon the application of Park Water 
Company and the matter submitted, 
and it being found as a fact that pub- 
lic convenience and necessity so re- 
quire, therefore, 

It is ordered that a certificate be 
and hereby is granted to Park Water 
Company, a corporation, for the op- 
eration of a public utility water sys- 
tem within those certain areas of the 
county of Los Angeles referred to in 
its application, as amended, and as 
more particularly shown on the record- 
ed subdivision tract maps thereof, as 
follows: 

Tracts Nos. 11090, 11514, 11724, 
12050, 12068, 12187, 12276, 11992, 
11998, and 12295 except lots 1 to 25, 
inclusive, and also an area of about 
ten acres lying east of Tract No. 


' 11998 bounded by Gage and Garfield 


avenues and Pacific Electric Railway 
Company’s line. 

It is further ordered that Park Wa- 
ter Company shall file appropriate 
amendments to its tariff schedules to 
provide for the service of water to the 
areas covered by the certificate herein 
granted at the rates applicable within 
its existing service areas and under 
the rules and regulations relating 
thereto. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Ralph E. Orr 


John Waltonbaugh et al. 


[Complaint Docket Nos. 12770, 12774, 12775.] 


Public utilities, § 93 — Motor carriers — Transportation of fellow employees, 
A person who transports fellow workers to and from work each day for 
a nominal fee to cover the expense of operating the car is not a common 
carrier subject to the regulation of the Commission, and that he carries as 
many as his car will hold, does not alter the situation. 


[September 10, 1941.] 


OMPLAINT that certain individuals were operating as com- 
mon carriers without a certificate; dismissed. 


By the Commission: On July 14, 
1939, Ralph E. Orr of West Newton, 
Westmoreland county, filed separate 
formal complaints with the Pennsyl- 
vania Public Utility Commission, al- 
leging that John Waltonbaugh, Joseph 
Migitsch, and Vincent Urbania, Jr. 
were operating motor cars as common 
carriers for compensation between 
Collinsburg, Westmoreland county, 
and the Ocean Mine of the Pittsburgh 
Coal Company, located 44 miles west 
of Collinsburg. 

Hearings upon these complaints 
were schedules for the same time and 
place. At the hearings it developed 
that the facts and question presented 
in each of the complaints were similar 
and for that reason we will consider 
and dispose of all three complaints by 
one order. 
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The complainant testified that he 
has held a certificate of public conven- 
ience since the latter part of 1937 and 
that his scheduled route provides trans- 
portation between Collinsburg and the 
Ocean Mine; that he has observed the 
respondents transporting the same 
persons to and from work each day; 
and that although he had never ob- 
served payment being made to the re- 
spondents, he had been told by certain 
of their passengers that they paid 20 
cents per day. Witnesses called by 
the complainant, including those 
whom he testified told him that they 
paid 20 cents per day, denied any such 
payment or statement and insisted that 
they paid only a nominal, indefinite 
sum covering the cost of oil and gaso- 
line. The testimony of the complain- 
ant and his witnesses also established 
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that except upon infrequent occasions 
the same persons were transported 
ach day and that there was no solici- 
tation of passengers. 

The formal complaints in each pro- 
ceeding alleged that the respondents 
were operating as common carriers for 
compensation. In our opinion this 
contention has not been established. 
The most that has been shown by the 
complainant is that certain persons, 
who could use complainant’s bus in 
getting to and from work if they so 
desired, are not doing so but are rid- 
ing in cars owned and driven by fel- 
low workers. 

The fact that the three or four per- 
sons transported by each of the re- 
spondents each day represent the limit 
which their facilities could carry is 
not of itself sufficient to establish the 
respondents as common carriers. In 
Phillips v. Public Service Commission 


(1937) 127 Pa Super Ct 341, 349, 
191 Atl 641, the court said: 

“We do not find any merit in the 
suggestion that the respondent, by 
furnishing service to the extent of his 
capacity, made himself a public car- 


rier. Where one offers to serve the 
public indifferently he may be a com- 
mon carrier even though his facilities 
are limited and he cannot accommodate 
all who call upon him. It does not fol- 
low that one who uses all of his facili- 
ties in a service as a carrier thereby 
becomes a public carrier nor do any 
of the cases so hold.” 

In the above cases the superior 
court also quoted with approval the 
following language from Michigan 
Pub. Utilities Commission v. Duke, 
266 US 570, 576, 69 L ed 445, PUR 
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1925C 231, 233, 45 S Ct 191, 36 ALR 
1105: 


“Plaintiff is a private carrier. His 

sole business is interstate commerce, 
and it is limited to the transportation 
covered’ by his three contracts. 
He does not undertake to carry for 
the public and does not devote his 
property to any public use. He has 
done nothing to give rise to a duty 
to carry for others. The public is not 
dependent on him or the use of his 
property for service, and has no right 
to call on him for transportation.” 

Situations similar to that here con- 
sidered have previously been passed 
upon by the Pennsylvania Public Serv- 
ice Commission. In California Trans- 
it Co. v. Michalowicz (1930) C. D. 
8480 it was alleged that the respond- 
ents had operated motor vehicles as 
common carriers of persons. The tes- 
timony submitted showed that re- 
spondents were employed in a coal 
mine and used their individual auto- 


mobiles to carry themselves and fellow 


employees to and from the mine. Re- 
spondents admitted transporting other 
miners and one of them admitted re- 
ceiving money for gas and oil. The 
others maintained that no charges were 
made or compensation received. Up- 
on the facts as presented, it was found 
that the respondents were not engaged 
in common carriage of persons for 
hire. 

Similarly, in Somerset Bus Co. v. 
Snyder (1927) 8 Pa PSC 787, it was 
found that a high school student who 
transported his sister and three other 
students to school each day in his car 
at a charge of $3 per week was not 
holding himself out to be a common 
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carrier and was not subject to the ju- 
risdiction of the Commission. 

The Pennsylvania superior court, 
in Toth v. Public Service Commis- 
sion (1919) 73 Pa Super Ct 217, 
which involved an appeal from a de- 
cision of the Public Service Commis- 
sion, said: 

“The majority of the court are of 
the opinion that in these cases there 
was no competent evidence adduced 
before the Public Service Commission 
that the appellants were engaged in 
business or operating as common car- 
riers. Unless they were, the Commis- 
sion had no jurisdiction or authority 
to make the orders appealed from. 

“The evidence, which was very 
meager and consisted of nothing but 
the testimony of the complainant him- 
self, went no further than to establish 
that each of the appellants owned an 
automobile in which he occasionally 
carried passengers from Mount Ster- 
ling to Masontown, and that he had 
been seen collecting money from pas- 
sengers when they were alighting at 
Masontown, and had solicited passen- 
gers for the journey back to Mount 
Sterling. 

“The complainant testified that he 
did not know whether the appellants 
had solicited the passengers they car- 
ried or had been specially engaged by 
them to make the trip. He did not 


know what the passengers carried paid 
the appellants, or whether they were 
charged a regular rate of fare. There 
was no testimony that the complain- 
ant had seen any person, who was 
solicited by any of the appellants at 
Masontown to make the return trip, 
accept such invitation to convey him 
back to Mount Sterling or elsewhere. 

“The appellants were admittedly en- 
gaged in other business, at which they 
worked regularly, and so long as they 
did not hold themselves out as in the 
business of carrying passengers for 
hire, could, at the request of other 
persons, use their automobiles to con- 
vey them to Masontown or elsewhere 
and accept pay for it, without subject- 
ing themselves to the orders or au- 
thority of the Public Service Com- 
mission.” 

In order to establish a person as a 
common carrier, which is the allega- 
tion with which we are here concerned, 
it must be shown that there was a hold- 
ing out of service to those members 
of the public who may require it. 
Here the service is limited to transpor- 
tation of a privileged few fellow em- 
ployees to and from work each day. 
The fact that the passengers share the 
expenses of operating the cars by mak- 
ing some nominal payment towards 
these expenses does not alter or affect 
the situation. 
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Public Utilities Fortnightly 


NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE!” 


industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 

. spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of national defense, Cities 
Service’s industrial oils have been called 


upon to help deliver maximum efficiency of 
operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


me CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY —Chicago, New York, Cedar Rapids, 
Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit. 


CITIES SERVICE OIL COMPANY, LTD.—tToronto, Ontario. 
ARKANSAS FUEL OIL COMPAN Y— Shreveport, Little Rock, Jackson, 


Miss., Birmingham, Atlanta, Charlotte, N. C., 


Nashville, Richmond, Miami. 
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Equipment Notes 


New Type Infra-Red 
Tungsten Heat Lamp 

A new type of infra-red heat lamp developed 
in the Birdseye Research Laboratories of the 
Wabash Appliance Corporation, Brooklyn, N. 
Y., has been announced as the first commercial 
type of radiant heat lamp whose design and 
construction make possible and entirely prac- 
ticable 100 per cent control of heating effi- 
ciency. 





250 Watt “Bullseye” Heat Lamp 


The new bulb is designed to put to practical 
use for heating what Wabash engineers term 
is the “spilled heat” lost in even the most effi- 
cient coordination of heat lamp and, commer- 
cial reflector in use today. Wabash engineers 
point out that although the many efficient heat- 
ing reflectors provide convergent, parallel or 
divergent heat beams as needed, there is still 
the average of 25 per cent of the heat rays that 
are spilled outside the control of any reflector 
and thereby lost. 

The new “bullseye” type of Birdseye Heat 
Lamp is said to control these “spilled heat 
rays” and to put them to work for heating 
even when present reflector equipment is 
utilized. 


70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 


| 7 CARPENTER MFG. CO. 








MASTER-LIGHT MAKERS 








Industrial Progress 


1 Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 








Plastics for Appliances 


Latest developments in the plastics in- 
dustry are on exhibition at the Commerce 
Department, Washington, D. C. 

The exhibition, comprising several hundred 
plastic products, reflects the great growth 
of the industry in 1941, particularly as plas- 
tics are employed in the national defense pro- 
gram. The exhibit will be continued until 
December 31. 

In addition to illustrating the wide appli- 
cation of this lightweight material in the 
armament program, the exhibition covers the 
use of plastics in such fields as business and 
office equipment, lighting, and many others. 

The extent to which plastics may be sub- 
stituted for metals in the current shortage 
is almost without limit, the exhibition shows, 
displays including parts. for refrigerators, 
vacuum cleaners, washing machines, and other 
products which the metal shortage has af- 
fected, 


Draft Fan Uses 1250 HP Drive 


One of the largest magnetic variable-speed 
drives yet to be applied to an induced draft 
fan has been ordered by the Boston Edison 
Company for its new Mystic station No. 200 
at Everett, Mass., it is announced by the Elec- 
tric Machinery Mfg. Company, Minneapolis, 
Minn., builders of the unit. 

The magnetic drive will be rated 1250 hp., 
858 to 90 rpm. and will be operated by a 1250 
hp., 885 squirrel-cage induction motor. 

The induced draft fan which the big new 
unit will control will serve the station’s No. 
1 steam generator. 

Consulting engineers on the project are Jack- 
son and Moreland of Boston and New York. 


New Combination Watthour and Thermal 
Demand Meter 


Especially developed to meet the continued 
extension of demand rates to smaller loads, a 
new low cost combination watthour and ther- 
mal demand meter—available for the first time 
in standard house size, case and mounting— 
is announced by Westinghouse Electric and 
Manufacturing Company 

With a-c ratings of % 15, and 50 ampere 
capacities, 120 to 240 volts, 2 and 3 wire for 
reading up to 20 kilowatts, the unit is similar 
to the ordinary watthour meter in general ap- 
pearance. 

In eliminating the self-contained transform- 
er used in previous thermal nieters, the voltage 
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Line Construction Bodies @ Maintenance 
Bodies @ General Service Bodies ® Meter 
Bodies @ Street Light Patrol Bodies @ Pole 
Trailers @ Cable Splicing Trailers ©® 
Winches @ Power Take-offs @ Pole Der- 


ricks @ Reels and Associated Accessories. 


10 / 


No matter what service a public utility requires of a motor 


vehicle, American builds a body particularly designed for 


































the purpose. Out of the long experience of American en- 
gineers, cooperating with the engineers of utilities, every 
need has been anticipated and met in the most practical, 
efficient way. American bodies are noted for their ca- 
pacity, convenience, low cost of operation, comfort and 
safety. 


Write for illustrated descriptive circulars. 


THE AMERICAN COACH & BODY CO. 


WOODLAND AVE. AT E. 93RD ST., CLEVELAND, OHIO 


AMERICA 


PUBLIC UTILITIES EQUIPMENT FOR MOTOR VEHICLES 
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Equipment Notes (Cont'd) 


component of the thermal element is fed by 
a secondary coil wound directly over the po- 
tential coil of the watthour meter. This ar- 
rangement makes it possible to combine the 
watthour and thermal demand mechanisms in- 
to a single unit. An improved design of the 
thermal unit greatly reduces the required op- 
erating energy. 

Dial and nameplate are combined with the 
demand scale located at the bottom of the dial. 
Two demand pointers are provided; one op- 
erating as a pusher, and the other to indicate 
the maximum demand. The latter is accurately 
balanced and held in position by an adjustable 
friction device to eliminate shifting due to vi- 
bration. 

The watthour mechanism has standard ad- 
justments for full load, light load, and power 
factor; the thermal unit has only two adjust- 
ments for zero and for full scale. 


Portable Lamp for Utility Use 


A rechargeable portable electric hand lamp 
(Big Beam No. 411) is offered by the U-C 
Lite Manufacturing Company for all kinds 
of emergency and routine night work by 
public utility companies. This portable lamp 
projects a powerful 2500-foot ray. Its bat- 
tery is rechargeable from any line regard- 
less of voltage or whether a.c. or d.c. by 
plugging into the lamp head receptacle. The 
terminal contacts lay flat on the battery 
terminals and are under constant pressure 


U-C Lite for portable or stationary use 


when the top is in place assuring positive 
contact at all times. 

A hold down device is available which 
fastens to any flat surface for holding the 
lamp securely in a stationary position. A 
swivel fitting for use with the hold down 
device provides focus to any point in a com- 
plete circle and the lamp will not swing from 
its set position. 

Bulletins illustrating and describing Big 
Beam No. 411 and other portable hand 
lamps and accessories may be obtained by 
writing to the U-C Lite Manufacturing Co., 
500 North Michigan Ave., Chicago. 


Catalogs and Bulletins 


Bristol’s Hex Socket Screws 
Described in New Folder 


The Bristol Company has prepared a new 
pocket-sized folder of 10 pages describing the 
Bristol line of Hex Socket Screws which in- 
clude set screws, socket head cap screws, 
socket head stripper bolts, pipe plugs, tee keys 
and screw driver type keys. 

The folder illustrates the various styles and 
gives detailed data on sizes, dimensions, prices, 
and miscellaneous information. 

Copies of this folder, No. 845, may be ob- 
tained from the Bristol Company upon request, 


G-E Varnished Tubing Samples 
in New Reference Folder 


A cardboard folder containing six actual 
samples of G-E varnished tubings, and full 
information about them, has been published by 
the insulating materials section of the General 
Electric appliance and merchandise depart- 
ment, Bridgeport, Conn. 

When opened, the folder becomes a refer- 
ence card which may be fastened to the wall. 
The different colored tubing samples can be 
removed for inspection and replaced easily. 
A specification table gives inside diameter 
measurements in millimeters and in fractions 
of inches for tubings sizes 20 to minus 1}. 
Samples of the folder (55-103) are available 
on request. 


Booklet On Christmas Lighting 


A new booklet, “Christmas Greetings with 
Light,” has been released for distribution by 
the Commercial Engineering Department, 
Westinghouse Electric & Manufacturing 
Company, Bloomfield, N. J. 

The pamphlet contains suggestions for light- 
ing indoors and out with detailed plans sup- 
plied in many cases. Illustrations include 
drawings and photographs and show a number 
of ways simply and appropriately to decorate 
exteriors, as well as ideas for making doors, 
and windows, Christmas trees and fireplaces 
attractive, 

The booklet may be obtained from the 
Westinghouse Advertising Department, 
Bloomfield, N. J., at three cents per copy. It 
should be ordered by its number—A3983. 


Glass as an Insulating Material Discussed 
in Study 


Electrical and radio engineers interested in 
the use and potentialities of glass as an insulat- 
ing material will find useful codrdinated in- 


formation and data in “The Dielectric 
Strength of Glass—An Engineering View- 
point.” This recent study, by E. B. Shand, is 
now available in reprint form. : 

The study is organized under three main 
headings: (1) Dielectric Failure of Glass; 
(2) Factors Governing Failure; and (3) 
Curve Data. Tables and data curves include 
the following: disruptive strength, graphic 
representation of breakdown characteristics, 
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OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 


Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 


Harrington Stoker. 


electric 


View- 
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“= | RILEY STOKER CORPORATION 
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sate: COMPLETE STEAM GENERATING UNITS 
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selected dielectric breakdown data for glass, 
selected breakdown data for porcelain, oil 
puncture tests on power insulators, and di- 
electric breakdown characteristics of “Pyrex” 
= and porcelain. 

Mr. Shand’s study was recommended: by the 
AIEE committee on basic sciences and was 
presented at the AIEE north eastern district 
spring meeting: at Rochester, New York. 

Copies of “The Dielectric Strength of 
Glass—An Engineering Viewpoint” may be ob- 
tained, without obligation, from the Insula- 
tion Division, Corning Glass Works, Corning, 
New York. 


Plastic Cover Lens 


Plastic cover lens for industrial goggles 
is announced in a bulletin recently issued by 
the Goggle Parts Company. 

The new cover lens is made from Acelite 
plastic, which is highly transparent and, ac- 
cording to the manufacturer, is entirely free 
from the imperfections found in all other 
commonly used types of cover lens. A copy 
of the bulletin and further details may be 
obtained by writing to the awe Parts Co., 
Century Bldg., Cleveland, Ohi 


Yultiple Section Gas Furnace 


A 12-page illustrated bulletin has been is- 
sued by The Lennox Furnace Company 
describing their multiple section gas furnace 
and other heavy duty furnaces. 

The Lennox multiple section gas furnace 
has an input of from 110,000 to 990,000 BTU. 
This heavy duty gas furnace also combines 
heating with air conditioning in one compact 
system. It will warm the air—clean the 
air—moisten the air—circulate the air evenly 
and quietly to all parts of the building. 
Copies of the bulletin and further information 
may be obtained by writing The Lennox 
Furnace Company, Syracuse, N. Y 


Constant Voltage Transformer 


Protection of precision electrical equipment 
against damage, disruption or complete failure 
due to off-voltage operation, by the use of 
transformers that offer complete independence 
from the effects of line voltage variations, is 
the subject of a new bulletin (No. CV-74) is- 
sued by the Sola Electric Company, 2525 Cly- 
bourn Avenue, Chicago, Ill. Copies of this 
bulletin will be supplied without charge by the 
manufacturer. 





DICKE TOOL CO.,. Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tool- 
They’re Built for Hard Work 
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Manufacturers’ Notes 
Big Defense Jobs for Harvester 


Carriages for a medium caliber anti-tank 
gun will be manufactured at the Milwaukee 
Works of the International Harvester Com- 
pany, according to a recent announcement, 
The order totals approximately $2,500,000, 

Manufacture of the carriage will be fitted 
into the regular operation of the plant which 
is already producing 75-mm shells and high 
speeding 155-mm gun carriages for the de- 
fense program. 

The company also announced that it has 
received an additional order for approxima- 
tely $300,000 for further high speeding of 
155-mm gun carriages. The Milwaukee plant 
is now in the process of filling a $1, 000,000 
order for the high speeding of such carriages, 

The Milwaukee plant, already important in 
the Harvester Company from the standpoint 
of national defense production, with the as- 
sumption of the gun carriage job, will become 
the most diversified maker of ordnance mate- 
rial in the entire Harvester Company manu- 
facturing operations. 


G-E Defense Expansions 


Plans for the construction of a new $1,000,- 
000 plant in Pittsfield, Mass., by the General 
Electric Company, for the manufacture of 
synthetic phenol: were announced recently by 
W. H. Milton, Jr., newly appointed manager 
of the G-E plastics department. This action 
is being taken at the request of the O.P.M. to 
counteract the shortage of phenol, a principal 
ingredient in the manufacture of a certain 
type of plastic used by the government in 
industry for the production of a large share 
of their plastic parts. 

Erection of a new $16,000,000 shop at the 
Lynn River Works that will add 300,000 
square feet of floor space to General Elec- 
tric’s facilities for manufacturing reduction 
gears for the propulsion sets of Maritime 
Commission ships is officially under way. The 
building is being financed with Defense Plant 
Corporation funds. 


Timken Aids Truck Life 


Motorizing the U. S. Army has brought 
about important improvements in trucks for 
commercial uses, with the result that the new 
1942 models will be the finest, easiest hand- 
ling, toughest and most economical of any 
model year to date, according to Walter F. 
Rockwell, president of The Timken-Detroit 
Axle Company. 

A noteworthy improvement in making the 
new truck models tougher and huskier has 
been contributed by the Timken-Detroit Axle 
Co. which recently introduced Timken Ax- 
aloy steel for axle shafts and gears. 

The new, better Timken. Axaloy contains 
no nickel, and because nickel is essential in 




















hecember 4, 1941 Public Utilities Fortnightly 


BUILD tye 


LVa 


: +-IN THE SHORTEST 
POSSIBLE TIME 





below 
-ton furnace shown 
25 cycles Furnace Transformer, tor 75-t 
hase, 3 _— 
15,000 ¥.V.A.3 8 oe 





TRANSFORMER COMPANY 


808 RIDGE AVENUE, N. S., PITTSBURGH, PA. 


This page is reserved under the MSA PLAN ( Manufacturers Service Agreement) 





42 INDUSTRIAL PROGRESS—( Continued) 


Manufacturers’ Notes (Cont'd) 

the manufacture of certain other defense 
materials, Timken began production of axle 
shafts and gears made of Axaloy imme- 
diately upon completion of final laboratory 
and road tests. 

Another important Timken development 
which will be available to new truck pur- 
chasers in many of the 1942 models is “Easy- 
Shift,” which makes it possible for truck 
owners to enjoy to the fullest extent the per- 
formance advantages of the famous Timken 
2-Speed Double Reduction Drive rear axle. 
“Easy-Shift” minimizes speed loss in shift- 
ing on upgrades, eliminates shock load from 
sudden clutch engagement, and makes it 
possible, for the first time, for many truck 
manufacturers to offer remote control power 
shifting—vacuum, compressed air or me- 
chanical. 


Kellogg Switchboard & Supply Co. 
A ppointment 


Robert M. Kalb, who for thirteen years was 
research engineer of the Bell Telephone Lab- 
oratory of New York, has just been appointed 
assistant chief engineer of the Kellogg Switch- 
board & Supply Company of Chicago. 

Mr. Kalb is well-known for his research 
engineering work on transmission and circuit 
problems. Several patents have been issued to 
him for improvements on various telephone 
apparatus. He is also the author of a number 
of valuable articles on magnetics. 


Original Niagara Falls Generators in Use 


To supply vital power for defense indus- 
tries, the ten original Westinghouse waterwheel 
generators at the Niagara Falls Power Com- 
pany’s Adams Station, Niagara Falls, N. Y., 
were recently put into regular operation after 
being used only for reserve service for 17 
years. 

Installed in 1896, the generators, five rated at 
4,000 kilowatts and five at 3,750 kilowatts, 
were in continuous operation until 1924, Since 
then they have been held in reserve for standby 
and synchronous condenser service only. 


G-E Appointment 

Appointment of Edmund D. Monk as man- 
ager of power transformer sales for General 
Electric’s Central Station Department at Pitts- 
field has been announced by L. R. Brown, man- 
ager of the company’s transformer division. 
In his new position, Mr. Monk succeeds the 
late L. L. Biche, whom he had assisted since 
1926. 

H. E. Merrill formerly advertising manager 


of the General Electric construction materials 
division, Bridgeport, Conn. has been ap. 
pointed to the new post of product promotion 
manager. He will be responsible for the sales 
development of fluorescent devices for both 
the accessory equipment and the wiring de- 
vices sales sections: Andrew Doremus suc- 
ceeds Mr. Merrill as construction materials ad- 
vertising manager. 


Business Courtesy Held Important 
By Todd Company of Rochester 
Emphasizing the value of business courtesy 
during the hurried days of defense produc- 
tion, The Todd Company of Rochester, N, Y., 
manufacturers of checks and checkwriting 
equipment, have published an article in their 
weekly house organ urging all employees to 
extend all possible consideration to suppliers, 
customers, and their own associates. Besides 
appearing in The Todd Sales Bulletin, Todd 
Company house organ, the article was re- 
printed and distributed to plant employees. 
Indicating that suppliers who deal with cus- 
tomers and prospects as courteously as possible 
will be the first to gain favorable attention 
when the defense. bubble bursts, the article is 
felt to reflect the attitude of most forward- 
looking businessmen today. A limited number 
of reprints may be secured from the company. 


Westinghouse Appoints Jesse H. Lide 

Jesse H. Lide has been appointed assistant 
general advertising. manager of the Westing- 
house Electric and Mfg. Co. G. E. Pendray, 
assistant to the president, announced. His 
headquarters will be in the company’s Pitts- 
burgh office. 

Since September 1940, Mr. Lide has been 
assistant advertising manager of the Westing- 
a merchandising division in Mansfield, 

io. 


Ashcroft Gauges Have Birthday 

The Ashcroft Gauge Division of Manning, 
Maxwell & Moore, Inc., Bridgeport, Connec- 
ticut, is celebrating its 90th birthday this year. 
The makers of this well known gauge state 
that just 90 years ago Mr. Ashcroft built the 
first Bourdon Tube pressure gauge ever built 
in the United States. Since then, many millions 
of Ashcroft Gauges have been made. 

The Bourdon Tube principle of making pres- 
sure gauges was invented by a French profes- 
sor named Bourdon. Mr. Ashcroft, the found- 
er of the present Ashcroft Company, saw his 
gauge on exhibition at the first International 
Industrial Exposition in London in 1851, and 
cbtained the exclusive rights to manufacture 
it in the United States. 
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WHEAT 


25,000 Beam C.P. 
2, . Beam 
12 A.H.—4 Volt 
Weight 6 Ibs. 


Rechargeable Spotlight 3%.) vi 


KOEHLER MANUFACTURING CO. Martboro, Mass. 
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directory for name of local Egry sales agent 
or write Dayton. Demonstrations ar- 
ranged without cost or obligation. 
Literature on request. Address Dept. 
F-124, 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 















The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, O 
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Their economy makes them. 





“THRIFT-CARRIERS FOR THE NATION” 


and their mighty ‘‘Load-Master’’ engine makes them the 
most powerful of all biggest-selling trucks 


CHEVROLET FEATURES 
ECONOMICAL BEYOND ANY HAULAGE EQUAL! 
That’s Chevrolet trucks. And that’s only one of many CHEVROLET LEADERS 
reasons why the truck operators of America are CHOICE HIP 
showing even more pronounced preference for Chev- 
rolets today than in previous years. 
For, not only are these big, sturdy Chevrolet 
trucks with ‘‘Load-Master’’ engine exceptionally 
saving of gas, oil and upkeep, but they are also the 
most powerful of all biggest-selling low-priced 
trucks. And, of course, they’re outstandingly dur- and torque (at small addi 
able—outstandingly dependable—with the built-in tional cost), in Newey — 
strength to give long, economical service. Model e UNIT-DESIGNe? 
Choose Chevrolet trucks—‘‘Thrift-Carriers for BODIES « ALL- * 
the Nation’’—and you’ll own the trucks that are bd RECIRCULATING BALL 
geared to haulage leadership for these hard-working, BEARING STEERING 
fast-moving times. Phone or visit your nearest Chev- GEAR « STABILIZED 


- F 
rolet dealer for a thorough demonstration—today! psc ed END e HYDRAU. 
CHEVROLET MOTOR DIVISION, General Motors Sales oe © HYPOID 
Corporation, DETROIT, MICHIGAN EAR AXLE 
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Wy) OF BTU CONTENT AT ANY POINT 
SG —" ALONG THE LINE WITH 


— CONNELLY CALOROPTIC 


Under the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 
The Connelly Caloroptic provides constant visuai read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
value at any point in the manufacturing and distributing 
system. 
This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- 
tions in gas quality. In actual use in leading gas plants of 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its . 
initial cost many times during the first year. : 
Write for 


illustrated bulletin 


IRON SPONGE & GOVERNOR CO. 


CHICAGO, ILL. ELIZABETH, N. J. 





CONNELL 





Now ... the complete, one-volume key to 


INSULATION 


—kinds, applications, testing, theory 








Here is a new and helpful guide for all concerned with the design and use 
of electrical apparatus—a book that covers all aspects of its insulation— 
concisely reviews the theory—describes and compares the materials—and 
gives complete details of the insulation problems present in all types of 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 





18 chapters cover: 


Dielectric Phenomena 
Theories of Dielectric Behavior 


SENET Pe 


Factors Affecting Dielectric Behavior 
Insulating Materials 

Industrial Motors and Generators 
Large Rotating Machines 

Control Apparatus 

Transformers and Reactors 


. Cireuit-breaker Principles 


. Cireuit-breaker Constructions 
+ Transmission-line Insulators 


Lightning Arresters 


. Capacitors 


Heating Appliances 
Lamps and Tubes 
Meters, Instruments, and Relays 
Insulating Testing 
High-voltage Testing Equipment 








This book bridges the gap between the more theoretical treatments of dielectri¢e 
phenomena and the needs of engineers and designers for data on present-day insulation 
practices. 

From it the reader can get everything necessary to an intelligent approach to insula- 
tion problems—a correlation ‘of the theoretical and the practical—plus many facts and 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific types 
of apparatus, breaking each one down to show every insulation requirement and best 
practices in handling it. 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. ©. 
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E sell store fronts. You sell commercial lighting. 

And we both try to increase our customers’ business. 
But our fronts are most effective when they incorporate 
illumination . . . . and when the interior of the store and 
the display windows are properly lighted. 


Equally so, the increased light which you sell to mer- 
chants does a much better job when that merchant installs 
a modern store front as well. 


Obviously, then, a word from our salesmen suggesting 
new lighting fixtures and greater illumination insures a 
more effective front .... anda satisfied customer. And a 
word from your salesmen regarding modern fronts will 
help create better results for your products. 


If we both give a gentle prod for the other’s products, 
all profit. We’ll do our share. 


Jesign and use 


: When you think of store fronts, think of “Pittsburgh” 
gogo Pittco Store Fronts .... the leader in the field. 


\RATUS 


ta ITTCO STORE FRONTS 


mh ae PITTSBURGH PLATE GLASS COMPANY 


many facts and 


nell "PITTSBURGH stands for Duality Glass and aint 


ment and best 
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=PRINCIPLES of 
=PUBLIC UTILITY 
REGULATION 


by 
A. C. WEBBER 



































Principles of 


Public Utility Regulation Former Chairman and Commissioner 
ae Massachusetts Public Utilities Commission 
Jebber 


It is a rare privilege to find, in readable form, the 
frank confessions of a commissioner whose aim has 
been so to coordinate the public administration of the 
regulatory law with the private conduct of the utility 
business as to encourage confidence and good will in 
the domain of both the investor and consumer. 


Broadly viewed, this volume blazes new trails. It 
goes far in justifying the hopes of the pioneers of 
regulation that the experience of years, tested in the 
laboratories of the 48 states, might evolve a workable 
regulatory regime. It encourages the thought that the 
initiative, the inventive genius, and the capacity of our 
people working in harmony are the motivating forces 
of national progress. It sounds a note of political 
philosophy not uncommon in the field of administration, 
831 PAGES but rarely found in print. 


BLUE CLOTH BINDING 





“Principles of Public Utility Regulation” should be 
read, not only by commissioners and members of ad- 
¢ 50 ministrative agencies, but by students of government 
6: and economics, legislators, investors, bankers, utility 
men, engineers, accountants, attorneys and all others 
having an interest in the various concepts of public 

service. 





Order Today From 


PUBLIC UTILITIES REPORTS, INC. 


Munsey Building © Washington, D. C.. 
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Water Meters 
Distribute Water Costs 


ere are three families, two of them 
economical, one of them wasteful. 
They all live in houses which, under the 


flat rate system, would be rated equally. 



























































































Let’s see how they would fare on a 
metered rate if the city were to receive 
the same gross income from all three 
as it did on the flat rate. 
AMOUNT WATER USED 
- ] AMOUNT PAID FOR—FLAT RATE 
GREE AMOUNT PAID FOR— METER RATE 
A small family, keeping their plumbing in good repair, 
uses a very modest amount of water. Waste is very little. 
on 
rm, the 
1im has 
1 of the 
> utility 
will in MOUNT WATER USED 
{ ] AMOUNT PAID FOR— FLAT RATE 
AMOUNT PAID FOR — METER RATE 
ails. It A large family, also keeping their plumbing tight, might 
perhaps use twice as much. 
eers of 
in the 
orkable 
hat the 
of our 
forces 
olitical 
tration, AMOUNT WATER USED 
—— J AMOUNT PAID FOR— FLAT RATE 
uld be AMOUNT PAID FOR— METER RATE 
of ad- But that same large family, if they were careless, 
rnment could use a prodigious amount of water— perhaps 
‘li four times as much if they let their plumbing get 
utility into disrepair and were not careful to turn off the 
others water when they finished using it. 
public P.S. Experience has shown that on a metered basis, 
practically all this waste is eliminated. 
NEPTUNE METER COMPANY e 50 West 50th Street, 
NEW YORK CITY 
ING. Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., 


DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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VATER - COOLING 





B&W CROSS-DRUM BOILER 


BABCOCK 
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In the all-out defense effort, steam plants / 

in many cases are driven at rates that y 
severely test the reliability of the boiler fur- Liilff i. 
naces. More than ever, therefore, furnace 

constructions should be of designs and ma- 
terials that will stand continuous gruelling i} WH | \ | 
punishment. |] if All ine 


i i 2 
B&W Water-Cooled Furnace Construc- i 
tions provide a high degree of immunity to it li 
operating difficulties under such conditions. 
They not only meet all requirements of load 
and structural conditions but also, through 
their versatility, serve widely varying pur- 
poses in different wall areas of individual 
furnaces. Some areas promote combustion, 
others temper gases. Some constructions 

facilitate removal of ash in liquid form, others 6% 
condition ash for removal in dry form. Th _ 
fundamental details and safety factor, 
essary to proper operation are 
the designs. : 

These features are 
necessary in pre 





RADIANT BOILER 


& WILCOX 
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ON TIME... running on schedule! 


That’s the report for Transportation! By 
land, by water, by air, Transportation is 
ready. Ready to speed Defense on its way. 
Ready with more speed! 


‘ Transportation is a part of everything 
America produces. It is part of every gun 
and plane and tank and battleship. Trans- 
portation is movement. Keep it fluid and 
Defense speeds on. Freeze it and everything 
stops. 


Transportation is the lifeblood of American 
Production. Steel rails are the backbone. 
And the rails are ready. $1014 billion in- 
vested since 1920 . . . locomotives with 
43% more pulling power ... bigger freight 
cars with six times the mileage between re- 
pairs ... more adequate yards and terminals 
.. . heavier tracks ... better signals... 
more efficient traffic management, which 
last year saved loading space equal to 30 
thousand carloads. 


Today freight moves two-thirds faster. 


And since 1920 two new Transportation 
plants have sprung into being. Freight rolls 
on rubber over $21 billion worth of high- 
ways Criss-crossing the continent. Ready for 
Defense are 600 thousand commercial 
trucks and a reservoir of 4 million more 
owned by farmers and various businesses. 





“O. T.” ror DEFENSE! 





And freight takes wings! Passengers, mail, 
and freight-by-air link every state and all 
the Americas. 


Since 1920 America invested $80 billion in 
Transportation facilities. In highways, 
trucks, airlines, ships, waterways, railways. 
That’s almost twice the total invested in the 
preceding 100 years. What did we get for 
the money? A transportation plant which in 
extent, Capacity, variety, and flexibility has 
never been approached here or elsewhere in 
the world. 


The American Defense Program is the most 
gigantic effort any people, any nation, have 
ever undertaken. Transportation reports for 
Defense, On Time! 


As Transportation comes to the fore in 
news and politics, writers and speakers on 
public affairs will need the guidance of such 
surveys as ‘“Transportation Reports For De- 
fense,’’ September issue, Nation’s Business. 
You are free to quote from this article. 
Write for a reprint. 


* 
This message is published by 


NATION'S BUSINESS 


It is the 57th of a series contributed toward a better un- 
derstanding of the American system of free enterprise. 









December 4, 1941 Mipece! 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORE PHILADELPHIA CHICAGO 


PACKARD BUILDING 








vein FOLD, Bacon s Davis, anc. mare case 


CONSTRUCTION ° APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York icago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 















SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York Sen Francisco 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Otilities—Industrials 
Studies—Reports—Design—Supervisios 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS + APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK « CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO « LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 











NEW YORK NEW ORLEANS 
BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
MANAGEMENT — APPRAISALS — RATES 4 
PUBLIC UTILITY 


11 PARK PLACE, NEW YORK CITY VALUATIONS AND REPORTS 
36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 








VL 








BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS f ’ 
F : hts” Erecting Engineer 
Appraisals. investigations and re- 








an 























Ports, design and supervision ef cen- Telephone Lines—Rural Lines—Fire Alarms— 
struction ef Public Utility Properties Transmission Lines 
4706 BROADWAY KANSAS CITY MO. 48 Griswold St. Binghamton, N. Y. 
H. T. CANFIELD Francis S. HABERLY 
ENGINEERING ASSOCIATES ENGINEER 
E ic and Busi Reports 


Appraisals—Original Cost Accounting— 


Investigations, Valuations, Cost Studies, Rates Rates—Depreciation—Tre. ads 


Regulatory Problems and Proceedings 
61 BROADWAY NEW YORK 122 Sourn Micuican Avenue, Cuicaco 
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JACKSON & MORELAND SLOAN & COOK 


ENGINEERS CONSULTING ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 120 SOUTH LA SALLE STREET 
RAILROAD ELECTRIFICATION CHICAGO 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS Appraisals—Original Cost Studies 
BOSTON NEW YORK Depreciation, Financial, and Other Investigations 














JENSEN, BOWEN & FARRELL J. W. WOPAT 


Engineers Consulting Engineer 
Ann Arbor, Michigan Construction Supervision 
ss ems Appraisals—Financial 
Appraisals - Investigations - Reports Rate Investigations 
in connection with 


rate inquiries, depreciation, fixed capital . . 
reclassification, original cost, security issues 1510 Lincoln Bank Tower Fort Wayne, Indiana 

















Representation in this Professional Directory may be obtained at very 
reasonable rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 


Public Utilities Fortnightly 
Munsey Building Washington, D. C. 











SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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=| SYNTHOL vr: SN 
T 
», Indiana 
—— Made in Sizes 14 AWG to 4/0 AWG 
ery 
SYNTHOL INSULATED WIRE is inherently 
moisture resistant, flame retarding, oil proof, sun 
ee proof, easy to fish, clean stripping, SAFE and 
ee PERMANENT. 
OR SYNTHOL TYPE S N WIRES have the 
smallest outside diameter allowed by the National 
Electric Code, thus permitting more copper or more 
conductors with the same size conduit. 
CRESCENT INSULATED WIRE & CABLE CO. 
é ) CRESCENT 
| WIRE and CABLE 
Ve I Factory: TRENTON, N. a. — Stocks in Principal a odakay . 
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INDEX TO ADVERTISERS 


Soe Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal Company, The .......... 
American Coach & Body Co., The 


B 


Babcock & Wilcox Co. 
Barber Gas Burner Company, 
Barker & Wheeler, Engineers 
Bayer Company, The 
Black & Veatch, Consulting Engineers 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. 














Cc 


Canfield, H. T., Engineering Associates 

Carpenter Manufacturing C r y 

Carter, Earl L., Consulting Engineer 

Chevrolet Motor Division of General Motors 
Sales Corp. 

Cities Service Petroleum Products 

Cleveland Trencher Company, The .... 

Combustion Engineering Company, Inc. 

Connelly Iron Sponge & Governor Co. .................. 

Crescent Insulated Wire & Cable Co., Inc. 








D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 

Dickie Tool Company, Ine. ..............2.22.....:..0:00-0000--+ 40 
Ditto, Incorporated 
Dodge Division of Chrysler Corp. 





E 


Egry Register Company, The Sea 
*Ehret Magnesia Manufacturing Co. ...... 
Electric Storage Battery C pany, The 
Elliott C pany 

*Ethyl Gasoline Corporation 








F 


Foley, Robert E., Erecting Engineers 
Ford, Bacon & Davis, Inc., Engineers 


G 
General Electric Company 
Outside Back Cover 
*Graver Tank & Mfg. Co., Te. ...2...2.02.....cccccecceseeeeenees 
Grinnell Company, Inc. 24 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 


International Harvester Company, Ine. .............. 22 
Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 


K 


Kerite Insulated Wire & Cable Co., Inc., The... 
Kinnear Manufacturing Company, The ....... 
Koehler Manufacturing Company 


M 


Manning, J. H. & Company, Engineers ..... 
*Marmon-Herrington Co., Ine. ...................... 
Merco Nordstrom Valve C 
Mercoid Corporation, The 





N 


Neptune Meter Company 
Newport News Shipbuilding & Dry Rock Com- 
pany =p 








P 


Pennsylvania Transformer Company ... 
Pittsburgh Equitable Meter Company 
Pittsburgh Plate Glass Company 


R 


Railway & Industrial Engineering Company .... 


Recording & Statistical Corp. 
Inside Back Cover 


Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Ther tat C 














8 


Sanderson & Porter, Engineers 
Sangamo Electric Company 
Sargent & Lundy, Engineers ........ pao 
Silex Company, The .................... sein ven ‘Front Cave 
Slean & Cook, Consulting Engineers 6 
Sprague Meter C pany, The 

Stone & Webster Engineering Corporation 








T 
*Timken-Detroit Axle Co., The 

Vv 
Vulcan Soot Blower Corp. 

w 


Westinghouse Electric & Mfg. Co. ....... cane 
White, J. G., Engineering Copenntiie, The. 
Wiegand, Edwin L., Company 

Wopat, J. W., Consulting Engineer ... 

54-56 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 





‘OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
afew days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detrolt Montreal Toronto 
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Something like a star... 


ee AS MAN is the admonition, 
“Hitch your wagon to a star”; 
young as a child is the impulse “To 
wish upon a star.” For all men, in all 
time, a star has-been the bright kin- 
dling point for dreams, fixed moment 
in time and eternity, beacon in the 
night and promise of the day to come. 

Something like a star is research, 
because it answers in the world of 
practical affairs to some eternal spirit 
in the heart of man—a perpetual rest- 
lessness with things as they are, an 
eternal seeking for a better way, a 
continual progress towards.a better 
world. And because this thing lives 
more in the mind and the spirit than 
in the world itself, it is perpetual, 
everlasting, immutable, as eternal in 
its way as the stars themselves. 


More than 60 years ago the Gen- 
eral Electric Company first “hitched 
its wagon” to the bright star of re- 
search. In all this time the star has 
not been extinguished, instead it has 
gradually grown to be the guiding 
star of all American industry. Even 
today, when so large a part of the 
total resources of General Electric 
are employed in the task of making 
America’s“ defenses strong, it still 
shines bright. 

But General Flectric is not “wish- 
ing upon a star.” Throughout the 
Company, scientists, engineers, ex- 
ecutives, are thinking and planning 
and working to the end ‘that the 
tomorrow which stars promise shall 
not simply come—but that it shall 
be better than today. 


American industry has accepted the responsibility of serving America; 
is accepting the responsibility of helping to defend America; will accept, tomorrow, 
the responsibility of helping to build a better America and a better world. 


| “GENERAL @® ELECTRIC 























